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Coost-FREE and obligation-free you may obtain 
from any agent of the Royal-Liverpool Groups an 
Insurance Survey and Analysis which will— 


(1) show the insurable hazards peculiar to your busi- 
ness, the extent to which they are now covered, 
and a breakdown of your insurance costs; 


(2) point out any weakness in your insurance pro- 
tection ; 


(3) submit recommendations which may reduce the 
cost of your insurance program or provide for 
it more efficiently. 


Why not let a local representative of the Royal-Liverpool 
Groups demonstrate his ability to serve you by means of such 
a Survey and Analysis? 


ROYAL; LIVERPOOL GROUPS 


ONE HUNDRED FIFTY WILLIAM STREET, NEW YORK, N.Y: 


AMERICAN & FOREIGN INSURANCE COMPANY @ BRITISH & FOREIGN MARINE INSURANCE COMPANY,LTD. @ CAPITAL FIRE INSURANCE COMPANY OF CALIFORNIA 
THE LIVERPOOL & LONDON & GLOBE INSURANCE CO. LTD. @® THAMES& MERSEY MARINEINSURANCECOMPANY,LTD. @ QUEEN INSURANCE COMPANY OF AMERICA 
THE NEWARK FIREINSURANCE COMPANY @ FEDERALUNIONINSURANCECOMPANY @ ROYALINSURANCECOMPANY,LTD. @ STAR INSURANCE COMPANY OF AMERIC A 























ELIMINATES ALL 
NEEDLESS COSTLY MOTIONS 


Users of fanfold machines are amazed at the simple, 
automatic action of this remarkable new Burroughs 
Fanfold Machine. 

They quickly realize that it cannot waste costly 
time—that it does not waste physical effort. 

See for yourself how it will enable your operators 
to sustain high-speed production with much less effort, 
thereby lowering your costs of handling fanfold or con- 
tinuous forms of any kind. Ask for a demonstration. 


BURROUGHS ADDING MACHINE COMPANY 
6167 Second Boulevard, Detroit, Michigan 


4JUST TOUCH 
ONE KEY— 


Carriage Opens 
Automatically! 

Forms are Released 
Automatically! 









Carriage Returns 
Automatically! 


Carbons Shift 
Automatically! 


Then—as the operator removes 
the completed set of forms— 





New Forms Lock in Place 
Automatically! 


Carriage Closes 
Automatically! 


THE MACHINE 
—NOT THE OPERATOR - 


DOES MOST OF 
THE WORK 
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America Pays to Fire 


this yearly tribute . . . 10,000 lives and nearly 
three hundred million dollars in property! 


That’s startling. But, it would be far worse, 
if it were not for the tireless preventive 
efforts of 200 capital stock* fire insurance 
companies. 


Through their own public-service organi- 
zation, The National Board of Fire Under- 
writers, these 200 companies wage a constant 
war against fire. 


To reduce conflagration hazards, cities are 
surveyed by fire-prevention engineers. 


Water supplies, fire-fighting equipment and 
fire-alarm systems are regularly inspected. 


Skilled investigators assist police in track- 
ing down and convicting firebugs. 


Daily reports of all fires are tabulated. 
For the study of past disasters helps to pre- 
vent future fires. 


Better building laws are sponsored, 
affecting schools, hospitals, hotels, theatres, 
factories. 


Appliances used in homes and elsewhere 
are tested for their fire-safety. 
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testing by Underwriters’ Laboratories, Inc. 
$4 be 
daily record and history of fires 
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service of local insurance agents 





Thus, a wall of prevention is erected be- 
tween you and fire. And, with this greater 
safety, sound, dependable insurance costs 
you less. For reduced fire losses have en- 
abled capital stock: fire insurance companies 
to lower their average rates over 40% in 


the last thirty years. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS 
85 John Street, New York Established 1866 


*CAPITAL STOCK COMPANY FIRE INSURANCE provides 
sound protection at a predetermined price, without risk of further cost. In addition to 
legal reserves, its policies are backed by cash capital and surplus funds set aside to 
meet not merely normal claims but also the sweeping losses due to conflagrations and 
other catastrophes. Its organized public services are national in scope. Its system of 
operating through Agents everywhere gives prompt personal service to policyholders. 
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Investigations: 
fair and unfair 


We have had many Congressional investigations. When con- 

ducted in the best tradition of public service, revelations from 

such investigations, in times past, have frequently foreshadowed 
much of our corrective legislation. The investigations have thus 
fully justified themselves. 

Impartial investigation by a legislative body is an indispensable 
part of the democratic form of government. But recently, investiga- 
tions have too frequently followed the course of inquisition. Instead 
of a judicial. attitude, there have been aspects of a prosecution com- 
plex. Prejudice has in many instances supplanted open-mindedness. 
At times, these inclinations have been so pronounced that they ap- 
peared to approach violation of fundamental rights. 


Instead of seeking to develop facts, many recent investigations have 
in effect been trials without benefit of jury or defense counsel. The 
manner. in which the investigations have been conducted has not 
always allowed full development of all facts in the case. Questioning 


of witnesses has frequently limited their ability to present adequately 
their views. 


The real motive behind some of these investigations seems to have 
been a desire to focus the spotlight of public interest upon one or 
more members of the investigatory group rather than to fully serve 
the best interest of the general public. And hearings have frequently 
been timed with an eye to capturing newspaper headlines. 


For these reasons there is a growing feeling that investigations have 
long since lost much of their original usefulness. Before definitely 
turning back to the more constructive type of investigation, an in- 
vestigation into the methods and practices of recent and current in- 
vestigators is well in order. It will be demanded by the American 


public, which likes fair play in all things—including Congressional 
investigations. 


Executive Manager, N.A.C.M. 





“One Long Distance call prompily brought an amount exceeding $15,000 
to our office on an account that was past due.” The words are those of a 
credit executive, citing a telephone incident in the day’s work . . . the 
italics, stressing economy and speed, are ours. * Credit men everywhere 
endorse Long Distance service for colleetions. They say it maintains geod 
will through personal contact . . . permits prompter service to the 

client . . . saves time, expense, and effort. 
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Consumer credit as an aid 


in retail finances 


by MARGARET GROBBEN, Economist, Consumer Credit Institute of America 


Any retailer who can keep his 

customers paying on time is a bet- 
ter credit risk to his wholesalers 

and bankers than is one whose cus- 
tomers take undue advantage of the 
credit he grants them. But, until the 
last quarter century, there were few 
facilities available to the retailer for 
transferring customer debt to other 
agencies. . 

Now consumer credit has stepped 
into this breach as a new big business. 
Omitting for the moment such phases 
as open book accounts and retail in- 
stallment credit, there now exists an 
annual volume of a billion and a half 
of consumer loans being made. The 
largest part of this credit is extended 
for cleaning up outstanding debts. 
Add to this billion and a half the in- 
stallment finance facilities available to 
retailers who sell on time, and there 
is a grand total ranging up to five 
billion dollars annually. 

Facilities are available for - still 
greater use of these credit services if 
retailers care to pass on a larger part 
of their slow accounts. 

Nor is consumer credit wholly con- 
fined to the use of non-business cus- 
tomers. Many a small business man, 
too recently established, or operating 
on too small a scale, finds himself un- 
able to get accommodation through 
ordinary channels and turns to con- 
sumer credit to finance his business. 
Many of these little firms grow up 
in time and become big businesses that 
are a factor in the credit world. 
Through them the wholesaler also has 
his position strengthened, indirectly, 
through the services of consumer 
credit. 

Big business too uses consumer 
credit as an aid toward becoming still 
bigger. Nearly every one is familiar 





with the outstanding example of such 
development in the automobile in- 
dustry. Having discovered the power 
of the installment sale, this industry 
next developed finance companies to 
handle installment credit and take the 
burden of it off the merchant. Thus 
were cars put into even the most mod- 
est garages, or under tents, or just 
on the roadside curb. This, in turn, 
provided an outstanding incentive for 
improving mass production, increasing 
efficiency, and reducing prices. 

Consumer credit has taken on many 
forms, each specialized in its particular 
field; each catering, mainly, to a spe- 
cial group of debtors. Now, its out- 
standing phases are industrial banks, 
also known as Morris Plan Compa- 
nies, personal finance companies, per- 
sonal loan departments of banks, 
credit unions, pawnbrokers and reme- 
dial loan associations, and installment 
finance. The last of these often takes 
on a wholesale aspect in conducting 
its business. In some of its forms con- 
sumer credit is limited, and at the 
same time aided, by carefully drawn 
up controlling laws. 

Legislation serves two chief pur- 
poses: 1. It allows charges high enough 
to cover operating costs and leave a 
reasonable profit. 2. It disposes of 
greedy, unethical entrants into the 
field. This last is accomplished partly 
by competition from law-abiding agen- 
cies, and partly by the adequate super- 
vision and policing authority set up 
by the states. 

Competition and the dictates of ef- 
ficiency have acted as a policing force 
in such branches of consumer credit 
as do not have special laws. Install- 
ment finance is an outstanding ex- 
ample of these. Here policing comes 
from within the business and has 


proved effective in overcoming abuses. 
Today the consumer credit field is as 
upright, ethical and efficient as any 
other recognized business. The deroga- 
tory stories sometimes heard about it 
are either no longer true, or are based 
on isolated, non-typical instances. 

Consumer credit has become a fac- 
tor deserving of the attention and re- 
spect of those granting credit in com- 
mercial fields. Already it is repre- 
sented on the New York Stock Ex- 
change in the installment sales finance 
and in the small loan businesses. 

Its most unique characteristic is an 
agreement with each debtor whereby 
he may make repayments in small 
amounts coincident with the receipt 
of his income. As most consumers are 
on salary or wages, any credit they 
receive on this basis is usually payable 
in weekly or monthly installments. 
Amounts to be repaid are thereby made 
small enough and are so timed as to 
be consistent with the debtor’s budget. 
typically, he finds it more possible to 
repay a hundred dollars in ten 
monthly installments of ten dollars, 
and interest, each, than to pay such a 
sum, all at one time, even though that 
time of payment may be ten months 
or a year hence. It was the application 
of this principle that laid the ground- 
work for the large business into which 
consumer credit has grown. 

Discovery of this principle, how- 
ever, is scarcely an invention of the 
Twentieth Century. But it was not 
until a quarter century ago that wide 
application of it was made to the con- 
sumer field. Our forefathers bought 
their farms, homes and life insurance 
on some such plan. At least one en- 
terprising merchant offered his wares 
on an installment plan in New York 
as long ago.as 1807. Some people 
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bought their pianos this way a gen- 
eration ago. Lawful, commercial loans 
of money in small amounts, repayable 
a little at a time, is a newer develop- 
ment. Before the plan was adopted, 
such loans as were made to consumers, 
except for the very rich, were granted 
only by pawnbrokers and unlawful 
lenders. These were not often repay- 
able in installments. Indeed, because 
of their antiquity and the tendency to 
look upon them as being in the same 
class as loan sharks, pawnbrokers are 
not even yet recognized by many 
people as being what they really are 
—a branch of a lawful consumer 
credit service. Some states have passed 
special laws for their benefit; nearly 
all cities license them. 

Really, modern consumer credit got 
its start some thirty years ago when 
the Russell Sage Foundation made a 
number of surveys to find a remedy for 
the loan shark evil. What the surveys 
showed was that, whereas commerce 
and industry was considered respect- 
able only when it used its credit, quite 
the opposite was true of the consumer. 
Nevertheless, consumers were being 
faced with emergencies, not at all their 
fault, which made credit imperative. 
Consumers who could not get what 
they so badly needed from lawful 
agencies naturally encouraged those 
who were willing to profit by operat- 
ing in violation of law to give them 
what they had to have. 

Almost immediately three special- 
ized types of consumer loan businesses 
sprang into being—credit unions, 
which were an American interpreta- 
tion of the European cooperative 
bank; Morris Plan companies, strictly 
commercial agencies making loans in 
smaller amounts than most banks, par- 
ticularly in cities, cared to handle; 
and personal finance which, guided by 
the findings of the Russell Sage sur- 
veys, pledged itself to make loans that 
would be so small and so meagrely se- 
cured as to coincide, as well as any 
law-abiding loans ever could, with the 
loan shark field. All three types agreed 
that installment repayments were es- 
sential to a satisfactory conduct of 
the business so far as the borrower 
was concerned. 

Not long thereafter the older in- 
stallment selling began to develop into 
a wide spread industry. In time it was 
to cover a representative variety of the 
more durable things consumers buy. 





business and consumer credit. Now it is possible for him to suggest to the wage- 
earning customer, gone delinquent, that his account be transferred to a consumer 
credit agency.” 


All this had its effects on retail 
trade. Although the whole industry is 
yet too small to create a marked ef- 
fect on the business picture as a whole, 
there are those who, even now, be- 
lieve it is a factor. Some people believe 
it accentuates the business cycle. 
Others think it tends to smooth out 
cyclical fluctuations. If there is any 
such leveling it is due largely to the 
consumer. He is typically a cautious 
creature, despite all that may be said 
to the contrary. He yields to tempta- 
tion and sales pressure only when he 
believes that employment and _pros- 
perity are ahead. Otherwise, he re- 
stricts his use of credit. 

Although retail open book accounts 
are really a form of consumer credit, 
it is hardly to be considered one which 
the businessman can use for encour- 
aging his customers to keep their ac- 
counts with him in a liquid condition. 
But, the merchant granting open book 
credit may well act as the connecting 
link between business and consumer 


credit. He and his customers alike de- 
pend on both credit types. Such a 
merchant has long been in a position 
to suggest to his wealthy customers, 
after their accounts have run into sev- 
eral thousand dollars, that they trans- 
fer such debts to their banks. This 
sometimes becomes a necessary pro- 
cedure if the merchant is to liquidate 
his own debts. But now it is just as 
possible for him to suggest to the wage 
earning customer, gone delinquent, 
that his account for fifty or a hundred 
dollars be transferred to a consumer 
credit agency. That this is actually oc-. 
curring is indicated by reports of 
agencies granting consumer credit and 
of state authorities who examine them. 
By far the largest part of all credit 
extended is for the purpose of paying 
off already existing debts. 

Consumer credit, in proportion to 
the extent to which it is now avail- 
able, is of benefit to the wholesaler too. 
He is in a position to look more favor- 
ably on the beginner, or the very small 
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merchant in the retail field. He knows 
both that such a man’s customers can 
get credit with which to pay off their 
debts and that the merchant can get 
such credit for himself even though 
he may not have a line at a bank, or, 
if he does, it will be through the per- 
sonal loan department, which is the 
modern bank’s interpretation of the re- 
tail, or consumer, phase of its credit. 

Available records show something 
of the extent to which business men 
use consumer loans. Willford I. King 
made a study of the small loan busi- 
ness in New Jersey in 1929. He found 
that, of total loans amounting to over 
four million dollars that year, more 
than one million was granted to em- 
ployers and those self-employed. Of 
this amount $945,000 went to business 
people and $55,500 to those in profes- 
sions. In the non-professional group 
were included agents, barbers, board- 
ing house keepers, building contractors, 
dressmakers, milliners, electricians, 
farmers, fishermen, boatmen, florists, 
nurserymen, garage and filling station 
proprietors, merchants, hotel and 
restaurant keepers, jewelers, mechan- 
ics, realtors, shoe repairers, stock 
brokers, tailors, taxi drivers, and 
truckmen. 

About the same time one of the 
small loan chain companies made a 
study of nearly twenty-five thousand 
loans, a sample chosen because, geo- 
graphically and otherwise, it repre- 
sented the business over the country 
as a whole. Of these loans 4.6 per cent 
were to business people, the largest 
number going to contractors, farmers 
and proprietors. A comparison _be- 
tween this figure on number of loans 
and King’s figure on amount of 
money loaned, indicates that these 
businessmen tend to take larger 
amounts than do other borrowers. 

Three samples cited by Robinson 
and Nugent in their Regulation of the 
Small Loan Business (Russell Sage 
Foundation, 1935, p. 192) show that 
business, in each case, used three per 
cent of all loans granted. One sample 
represented 211 licensed lenders in the 
years 1922-3; and the others were for 
two chain companies in the years 1929 
and 1931 respectively. 

An official report of the banking de- 
partment of the State of Iowa for the 
year 1935 shows that 13.81 per cent of 
all loans made by personal finance 
companies were to owners of businesses 


and manufacturers. Nine per cent of 
all loans were made not only to busi- 
ness men, but exclusively for use in 
business. Kentucky in the same year 
showed that 3.75 per cent of loans 
made and six per cent of the amount 
loaned went to business people. Five 
per cent of the amount loaned was for 
business uses. The following year 
2.5 percent of all borrowers were 
business men and their loans amounted 
to 3.5 percent of the total, or $152,695 
as compared to $181,078 for the pre- 





A new “big 
business” 


Within about a quarter of a cen- 
tury consumer credit has come to be 
recognized as a legitimate form of 
banking. Most states recognize this 
type of financing through special 
laws passed for its regulation. 





ceding year. Pennsylvania reported 
seven per cent of amount loaned put 
to business use in 1936. The occupa- 
tions of people taking this credit was 
given as executives, professional peo- 
ple, commission agents, salesmen, re- 
tail merchants, and farmers. So much 
for personal finance, a business Jimited 
by law to loans of $300 or less. 
Credit unions, cooperative loan 
agencies, were first intended for in- 
dividuals who had no access to suit- 
able loan sources. But credit unions, 
too, have invaded the business field in 
a very direct manner. Although they 
are likewise restricted by law so far as 
amounts that may be loaned are con- 
cerned, their limits are generous, com- 
monly reaching as much as $2000. On 
this account they could be of real in- 
terest to business men and such, in- 
deed, appears to be the case. Credit 
unions have been formed among mer- 
chants’ associations and in professional 
groups. It is not unusual to note a 
grocers’ credit union, or one made up 
of doctors or dentists. Indeed, there is 
at least one thriving credit union in 
New York State whose chief business 





is to provide funds for reconditioning 
boarding houses and summer hotels 
owned by members prior to the open- 
ing of each resort season. 

Morris Plan companies, industrial 
banks and the personal loan depart- 
ments of commercial banks have top 
limits on amounts that may be loaned 
ranging from $1000 to $5000, and oc- 
casionally even more. They are espe- 
cially equipped to serve business needs. 
Representative figures are not avail- 
abie on their operations, but it is re- 
liably stated that a good part of their 
larger loans do go to business. 

In celebration of its twenty-fifth an- 
niversary, the Morris Plan Bankers’ 
Association published a souvenir book- 
let in which it claimed credit for get- 
ting under way a famous restaurant 
chain in New York, and for helping 
a well-known etcher tide over a dif- 
ficult period in his development. It 
further referred to loans granted for 
such business purposes as importing 
monkeys, eradicating potato bugs, 
transplanting strawberries, educating 
dentists, equipping trans-Atlantic air 
flights, providing capital for the goat 
milk business, and financing the whole- 
sale distribution of bananas. 

Nobody appears to know what pro- 
portion of installment credit goes to 
business use, but finance companies say 
a large business in automobile trucks 
is handled this way. No one thinks 
consumers are buying trucks for their 
personal pleasure. Also, refrigerators, 
radios, and musical instruments are 
purchased on installments by restau- 
rants, hotels, and professional enter- 
tainers. 

Consumer credit has come to stay. 
It has already taken an important 
place in the business world. Developed 
originally for the use of private indi- 
viduals, it has had repercussions on 
business all down the line. It helps 
keep retailers solvent. It provides small 
amounts of capital for new, small, or 
embarrassed businesses. Thereby it ex- 
tends and fortifies credit and assures, 
to a degree, the solvency of whole- 
salers and manufacturers. All these 
things are characteristic of the loan 
phase of consumer credit. In its more 
wide-spread aspect of installment sell- 
ing, even more remarkable effects 
have taken place. There it has aided 
if not, indeed, been responsible for 
some phases of large scale develop- 
ments in industry today. 
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Economic Credit Council survey shows— 


1. Lower operating profits for first quarter, 1938 


2. Credit loss ratios improving 


3. Bank credit facilities are easier 


4. Business up-turn expected this fall 


ter of 1938 were lower for most 

of the firms reporting in the twelfth 

survey of the Economic Credit 
Council of the National Association of 
Credit Men. Report on this Economic 
Credit Council survey was one of the 
announcements at the Credit Con- 
gress held in San Francisco last month. 
Only 9% of the firms reporting im this 
survey indicated operating profits for 
the first quarter were above the same 
period of Jast year; 84% indicated that 
profits were lower than last year ; while 
7% indicated profits “run about the 
same.” 

That credit department executives 
are Closely scrutinizing all available 
credit information and are following 
up collections with due care is also in- 
dicated in the report from this survey 
that the average annual bad debt loss 
ratio of firms reporting was but .27% 
for 1937 whereas the bad debt loss re- 
ported for 1936 was approximately 
31%. It was interesting to note in 
this connection that of those making 
report in the Economic Credit Council 
survey the highest bad debt loss ratio 
reported for 1937 was 2.1% while the 
lowest was 004%. 

Question No. 2 on the survey list 
asked “When do you regularly calcu- 
late your bad debt losses?” About 76% 
reported they compiled their bad debt 
losses annually; about 9% reported 
they compiled these figures semi-annu- 
ally; about 12% reported that they 
made up these figures monthly; and 
3% reported that they made up the 
figures quarterly. 

Question No. 3 propounded the in- 
quiry “Would you be interested in hav- 


ms Operating profits in the first quar- 
Mu 
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Here is the summary of answers to the 
questions in the 12th survey by the Eco- 
nomic Credit Council of the N.A.C.M. 


The members of the Council responding included wholesalers, 
manufacturers and bankers. Twenty-four per cent are located in the 
East, 17% in the South, 38% in the mid-West and 21% in the far- 
West. 


Question I. 


What was your annual bad debt loss ratio for the two most re- 
cent periods calculated? 


Result 


Because some of the reporting members sent figures as percent- 
ages while others presented them as decimals, the ratios are here 
given both as percentages and decimals. 

For the 1937 fiscal year the average annual bad debt loss ratio 
was .27% or .0027—approximately 4 of 1%. 

For the 1936 fiscal year the average annual bad debt loss ratio 
was .31% or .0031—approximately 1/3 of 1%. 

It is interesting to note that the highest individual bad debt loss 
ratio reported for 1937 was 2.1%. while the lowest was .004% — 
4/1,000: of 1%. 

For 1936 the highest individual bad debt loss ratio reported was 
2.5%, and the lowest was .0005%—5/10,000 of 1%. 


Question II. 
When do you regularly calculate your bad debt losses? 


Result 
Of the members answering this particular question, 76% report 


that they compile bad debt losses. annually: 9%, semi-annually: 3%, 
quarterly: 12%, monthly. 


Question III. 


Would you be interested in having such information collected 
at a regular period? (Such period to be determined as a result of 
the cross-section of findings in Question II.) 


Result 


Sixty-two per cent of the members report that they would be in- 
terested in having such information collected at regular periods. In 
view of the overwhelming vote in favor of annual compilation, as 
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evidenced in Question IL the contemplated joint cooperative survey 
by the N.A.C.M. and the Department of Commerce, if plans are com- 
pleted, will be made on an annual basis, most likely at the start 
of 1939. 


Question IV. 
When do you expect a substantial business recovery to begin? 


Result 


Fifty-six per cent of the members answering look for business 
recovery in the fall, 1938; 21% in the winter, 1938; 16% in the spring, 
1939; 7% in the fall, 1939. 


Question V. 


(For non-banking members of the Council.) Has bank credit in 
your locality been eased as regarding commercial loans? 


Result 


Sixty-three per cent non-banking members note an easing of 
bank credit as regards commercial loans during the past year, while 
37% report noticeable easing during that time. 

Seventy-eight per cent non-banking members note an easing as 
compared with two years ago, while 22% report no noticeable 
easing. 


Question VI. 


(For banking members of the Council.) Has the validity of loan 
applications justified bank credit expansion? 


Result 


Eighty per cent of the bankers declare that the validity of loan 
applications has justified bank credit expansion during the past 
year, as well as during the past two years, while 20% report that the 
validity of applications has not justified expansion in these two 
periods. 


Question VII. 


What is the average per cent of your firm’s 1938 dollar sales 
thus far compared to the same period in 1933? 


Result 


Because so many reporting members did not give the percent- 
age in answering this question, the answers have been tabulated 
strictly on the basis of whether 1938 figures are above, below or the 
same as 1933. 

Seventy-three per cent of the members report 1938 dollar sales 
thus far above 1933 figures. 

Twenty-four per cent of the members report current sales below. 

Three per cent of the members report “the same” as in 1933. 


Question VIII. 


How did your firm’s operating profits in the first quarter of 1938 
compare in percentage with the same period of last year? 


Result 


In this question also because so many members did not report 
percentages, the answers have been tabulated strictly as to whether 
current operating profits are above, below or the same as last year. 

Nine per cent of the firms report 1938 first quarter operating prof- 
its above the same period last year. 

Eighty-four per cent of the firms report 1938 profits below last 
year. 

Seven per cent of the firms report “the same” as last year. 


10 . ° . . . . 





ing such information collected at a reg- 
ular period? (Such period to be deter- 
mined as a result of the cross-section of 
findings in Question No. 2).” About 
62% of the members reported that they 
would be interested in such data, and 
in view of this overwhelming vote in 
favor of annual compilation, the joint 
cooperative survey by N. A. C. M. and 
the Department of Commerce, in its 
annual summary, will be made on this 
basis. ‘This start in these figures will 
be undertaken in 1939 it is now ex- 
pected. 

In answer to the question ““When do 
you expect a substantial business recov- 
ery to begin?”, only about 56% indi- 
cated that they expected recovery to 
start this fall; less than 21% indicated 
winter of 1938 as a starting point for 
a return of business activity while about 
16% looked ahead to spring of 1939 
as the starting point; about 7% were 
pessimistic enough to put off the date 
of recovery as late as fall of 1939. 

Non-banking members of the Coun- 
cil were asked the question “Has bank 
credit in your locality been eased as 
regarding commercial loans?” The 
replies to this question indicated many 
sections held better banking facilities 
available than were offered a year ago. 
About 63% reported an easing of bank 
credit on commercial loans while about 
37% reported no noticeable change in 
this respect. Most of the non-banking 
members reported a change for the 
better in this connection as compared 
with two years ago. 

To the banking members of the Eco- 
nomic Credit Council, this question was 
asked “Has the validity of loan appli- 
cations justified bank credit expan- 
sion?” About 80% of the bankers re- 
plied in the affirmative while 20% were 
still pessimistic about the validity of 
applications for increased loans. 

Question No. 7 was ‘What is the 
average per cent of your firm’s 1938 
dollar sales thus far compared to the 
same period in 1933?” Most of the 
answers to this question were not given 
on a percentage basis but rather on a 
basis of above, below, or the same. 
About 73% reported the sales volume 
above the 1933 figures; about 24% re- 
ported their sales volume as below the 
1933 figures; while 3% indicated that 


the totals were about the same. 
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T'regoe essay contest winners 


FRANK K. GRIESINGER 


Class of 1938, College of Commerce 

and Administration, Ohio State Uni- 

versity, Columbus, Ohio, awarded 
the $100 prize Class “B”. 


Here is one young man who will not 
have to worry about a job after com- 
pleting a university course, for Mr. 
Griesinger goes from the Ohio State 
University campus to the offices of the 
Lincoln Electric Company in Cleve- 
land, where he will begin his business 
career. 

While at the Ohio State University, 
Mr. Griesinger selected courses in the 
College of Cémmerce and Administra- 
tion which were designed especially to 
fit him for business management. He 
particularly centered his studies upon 
credit and corporation finance opera- 
tions. His essay on “Installment Cred- 
it in the Mercantile Field” snows an 
excellent research background. 

Some of the points brought out in 
Mr. Griesinger’s essay, which appears 
on page 15, will be of deep interest to 
credit executives who are engaged in 
installment selling. 

He quotes a large list of material 
sources for statements presented in his 
essay. 


CLASS A 
First Prize—$100 


Willard Becker 
Auditor, Norton Door Closer Co., 
Chicago, Il. 

Member Chicago Chapter, National 
Institute of Credit 
Subject—" History and Use of the 
Trade Acceptance” 


Second Prize—$40 


Christopher Clarke 
Brooklyn Union Gas Co., Brooklyn, 
Member New York Chapter, Na- 
tional Institute of Credit 
Subject—"The Utility Credit Man” 


Third Prize—$20 
J. Orval Saul 
Correspondence Course Student, 


Fort Wayne, Indiana 
Subject—" Reveille” 


Fourth Prize—$10 


Carleton A. TerBush 
Atlantic Refining Co., Philadelphia, 


Pa. 
Subject—”Search Lights and 
X-Rays” 


CLASS B 


First Prize—$100 


Frank K. Griesinger 
College of Commerce & Administra- 
tion, Ohio State University, Colum- 

bus, Ohio 
Subject—" Installment Credit in the 
Mercantile Field” 


Second Prize—$40 


: Robert E. Oscar 
Ohio State University, Columbus, 
Ohio 


Subject—"Trends in Foreign Com- 
mercial Credit” 


Third Prize—$20 
Keith Ball 
Olivet College, Olivet, Michigan 
Subject—" The Story of Installment 
Credits” 
Fourth Prize—$10 


F. J. Brown 
University of Southern California, 
Los Angeles, Cal. 
Subject—”Fundamentals of Com- 
mercial Bank Credit” 
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_ WILLARD BECKER 


Auditor, Norton Door Closer Co., 
Chicago, who wrote the winning es- 
say in Class “A.” 


Mr. Becker has been a close student 
of credit methods and practices for sev- 
eral years. He started his business ca- 
reer in 1925 with the Norton Door 
Closer Co., Chicago, and in 1928 was 
promoted to the position of auditor. 

He is a charter member of the Build- 
er’s Hardware Credit Group. His col- 
lection letters appeared in August 1934 
and July 1935 issues of “Credit and 
Financial Management.” He has been 
enrolled in courses in the Chicago 
Chapter, National Institute of Credit, 
under the direction of F. H. McAdow, 
former National President. 

Mr. Becker has for several years 
made a study of the trade acceptance 
as a credit instrument. His prize win- 
ning essay which is presented on page 
12 of this issue gives many interesting 
sidelights on this type of negotiable in- 
struments and their use in commercial 
transactions. 

It will be recalled in this connection 
that N. A. C. M. conducted an ex- 
tensive campaign on trade acceptances 
starting in 1920. 


. JULY, 1938 














This article awarded first prize (Class A.) ation third J. H. Tregoe Memorial Essay 


Contest 


History and use of 
the trade acceptance 


by WILLARD BECKER, Auditor, Norton Door Closer Co., Chicago, IIl. 


The other day I asked an officer 
of a bank what he thought of the 
lu Trade Acceptance. He countered 

with another question, which seems 
to be a banker’s privilege. He asked 
me whether I was for or against the 
Trade Acceptance. I told him I was 
an innocent bystander and just wanted 
his opinion. ; 

“Well,” he said, “I believe that there 
are so few Trade Acceptances used that 
they aren’t worth talking about.” 

Perhaps I should close my little story 
at this point, but I won’t do it; I'll try 
to give you my experience with the 
Trade Acceptance. Perhaps your ex- 
perience has been similar. At any rate, 
I believe that there is or can be a defi- 
nite place in our credit structure and 
in American business for the Trade 
Acceptance. Perhaps this place is 
neither as important nor as useful as 
the place designed by the proponents 
and sponsors of the Trade Acceptance; 
nevertheless, I firmly believe that there 
is a definite function that the Trade 
Acceptance can perform. 

The banker I mentioned a moment 
ago said that in his opinion the main 
reason why a Trade Acceptance was 
not popular was due to business custom. 
We all are used to doing business on an 
open account basis. The American 
businessman has done business on these 
terms for years and finds them to his 
liking. You cannot expect him to 
change. Perhaps the change would 
not be good. It might make him over- 
cautious in buying his requirements. 

The American businessman, being 
accustomed to open account terms, has 
set up his books and organized his 
office force to handle his business on an 
open account basis. Extra clerical 
work and detail procedure is necessary 
to handle a Trade Acceptance account. 
In some instances, banking charges in- 
crease this cost, so it can be safely said 
that the average businessman finds it 





inconvenient to do business on a Trade 
Acceptance basis. 

Trade Acceptances were originally 
intended to cover current accounts. 
Occasionally a debtor will induce a 
creditor to accept a Trade Acceptance 
to cover a past due account. Some- 
times the debtor does not understand 
the true function of the Trade Accep- 
tance and sometimes the debtor uses 
a Trade Acceptance to avoid giving an 
interest-bearing promissory note. The 
creditor will occasionally accept the de- 
linquent debtor’s offer of a Trade Ac- 
ceptance either because he does not 
want to take issue with his customer o1 
because he is anxious to have a delin- 
quent open account reduced to definite 
terms and feels that even though the 
Trade Acceptance may be improperly 
used, it is better than a delinquent open 
account standing on the books. Regard- 
less of the motive, when a Trade Ac- 
ceptance is used to cover a delinquent 
account, it is transformed into a non- 
interest bearing promissory note and it 
loses the luster of a gilt-edged negoti- 
able paper. It should not be redis- 
counted through a Federal Reserve 
Bank and it loses its Trade Acceptance 
value completely. 

Sometimes a debtor will agree to 
Trade Acceptance terms with the 
thought in mind that he will receive 
additional time, extra discount, or other 
special consideration. In order to be 
effective, Trade Acceptance terms 
should be of the same duration as open- 
account terms are in any particular in- 
dustry. I believe that we all have ex- 
perienced difficulties in doing business 
on a Trade Acceptance basis, and if we 
analyze these difficulties, we can trace 
them back to the fact that a Trade Ac- 
ceptance is alien to American business; 
it is inconvenient and has been abused 
by a certain class of American busi- 
nessmen. 

Let us review briefly the history of 


the Trade Acceptance; what it is, the 

advantages it has to offer, and its jour- 

ney in the American sea of business. 

On November 16, 1914, the Federal 
Reserve System began to function. Mr. 
Paul M. Warburg, economist of great 
renown, is credited with fostering the 
enactment providing for the purchase 
of properly created Trade Acceptances 
by Federal Reserve banks. The Fed- 
eral Reserve Bank has defined the 
Trade Acceptance as “a bill of ex- 
change drawn by the seller on the pur- 
chaser of goods sold and accepted by 
such purchaser.” ‘The bill must arise 
out of an actual commercial transaction, 
domestic or foreign; that is, it must be 
a bill which has been issued or drawn 
for agricultural, industrial, or commer- 
cial purposes or the proceeds of which 
have been used or are to be used for the 
purpose of producing, purchasing, 
carrying or marketing goods in one or 
more of the steps of the process of pro- 
duction, manufacture, or distribution. 
It must have a maturity date at a time 
of purchase of not more than ninety 
days, exclusive of days of grace, ex- 
cepting that if drawn for agricultural 
purposes or against sale of livestock, it 
may have a maturity at time of dis- 
count of not more than six months, ex- 
clusive of days of grace. 

The advantages gained by a seller 
using trade acceptance terms are listed 
as follows: 

1. Converts non-negotiable book ac- 
counts into acceptances which are 
negotiable and acceptable to the 
banks, thereby relieving the seller of 
the burden of carrying and financ- 
ing his customers. 

2. Reduces unwarranted return of 
goods, and requires immediate mak- 
ing of claims for inferiority in qual- 
ity or shortage. 

3. Encourages prompt payment at ma- 
turity. 

4. Prevents the taking of unearned dis- 
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counts and the abuse of sales terms. 
5. Tends to check overselling, as credits 

will be more carefully scrutinized. 

6. Places the seller in a stronger posi- 
tion when applying for banking 
credit. 

The buyer using the trade acceptance 
method of payment is said to have 
reaped the following advantages: 

1. Improved credit standing with seller 
because the acceptance indicates the 
buyer’s intention to abide by the 
terms of the sale. 

. Better sales terms, as the seller is 
furnished paper which can be con- 
verted into cash. 

3. More efficient business methods due 
to the sense of responsibility for defi- 
nite obligations. 

4. A check in overbuying, as the 
buyer’s ability properly to finance his 
business will tend to control the 
volume of his purchases. 

The sponsors of the Trade Accept- 
ance claim that the banker prefers this 
form of negotiable paper for the fol- 
lowing reasons: 

1. The substitution of two-name paper 
representing a merchandise trans- 
action for the one-name paper so 
generally in use to-day. Trade Ac- 
ceptances come under the classifica- 
tion of commercial paper as defined 
in the National Bank Act, and are 
therefore not subject to the ten per- 
cent loan limitation clause. 

2. A better understanding of his cus- 
tomer’s business policies. 

3. Provides the banker with assurance 
that funds advanced to customer are 
being used exclusively in the cus- 
tomer’s own business, thus enabling 
the banker to extend more liberal 
line of credit during the customer’s 
full season. 

4. The Federal Reserve Bank discount 
Trade Acceptances maturing within 
ninety days and therefore member 
banks will find it advantageous to 
have a supply on hand, but it should 
always be held in mind that the de- 
sirability of this class of paper will 
naturally depend upon the strength 
of the parties executing the same. 


bo 


The advantages to business in gen- 
eral are listed as follows: 

1. The substitution of readily negoti- 
able acceptances for non-negotiable 
book accounts. 

2. The introduction of an instrument 
which will increase business capital 
by releasing funds now tied up in 





Accidents and the business cycle 


The frequency rate of disabling industrial accidents, i. e., 
number of disabling accidents per million hours worked, moved 
in general conformity with the trend of employment during the 
period, 1929-35, in spite of the fact that the frequency rate has 
no particular relation to the number of persons employed. 
There also was a close direct relationship between the percent- 
age of disabilities not exceeding 7 days and the employment 
index, which can be explained primarily as the result of the 
incomplete reporting of such injuries by workers during de- 
pression years. The factors which explain the relationship 
arise out of economic changes due to the business cycle. The 
survey on which these conclusions are based covered 29 
manufacturing industries and 426,000 disabling injuries. 





book accounts. 

3. Better and more conservative busi- 
ness methods. 

4+. Improved trade relations between 
buyers and sellers. 

The direct advantages of the Trade 
Acceptance seem to favor the seller. 
The advantages to the buyer are more 
or less indirect. I always try to re- 
member that the customer is always 
right. As I mentioned before, the 
buyer as a rule is not accustomed to 
doing business on a Trade Acceptance 
basis. He does not want to put his 
neck in a noose by signing a Trade 
Acceptance. 

An overwhelming majority of the 
buyers who do business on an open ac- 
count basis, fully intend to pay for 
their purchases strictly in accordance 
with the seller’s terms, but at the same 
time, the ordinary businessman likes to 
feel that if he needs a few days’ grace 
he will not have any difficulty in secur- 
ing the additional time. On the other 
hand, if he signs a Trade Acceptance, 
he cannot expect an automatic exten- 
sion of fifteen or twenty days. In all 
states except Illinois, Kansas, Nebraska, 
North Dakota, and South Dakota, a 
Trade Acceptance payable at a bank is 
equivalent to an order on the bank to 
pay the same as indicated on the face 
of the Acceptance. This means that 
the buyer, purchasing on an Acceptance 
basis, must be reasonably sure that he 
will have enough money in the bank to 
cover the Acceptance on the exact due 
date. One cannot blame a buyer for 
preferring the more elastic open-account 
method of doing business to the more 
cumbersome method of the Trade Ac- 
ceptance which pins him down. Every 


credit man wants his customers to pay 
on the dotted line, but we, as individ- 
uals, know that Trade Acceptances 
might lead to under-buying and cause 
the American businessman to become 
over-cautious. I am not against the use 
of Trade Acceptances by any stretch 
of the imagination, but I do believe 
that a universal use of the Trade Ac- 
ceptance in this country of great op- 
portunity and expansion might not fit 
the needs of American business the wav 
the bills of exchange fit the needs of 
European business. While the open- 
account method has numerous bad fea- 
tures, American business has prospered 
beyond the wildest dreams of the col- 
onial fathers. I honestly believe that 
the open-account method of handling 
credits has, to some extent at least, 
made it possible for American business 
to expand and develop the natural re- 
sources of our country. 

During and shortly after the World 
War, a movement was launched to 
popularized the use of the Trade Ac- 
ceptance among the larger corporations 
of the country in an effort to stimulate 
credit expansion. Business houses were 
urged both to give and take Trade Ac- 
ceptances, little consideration being 
given to the financial condition of either 
acceptor or maker. ‘Those whose finan- 
cial position was exceptionally strong 
were reluctant to accept such a plan, 
while those whose cash and physical 
position had suffered, seized upon the 
opportunity to obtain credit through 
the Trade Acceptance, with resultant 
losses to those creditors having more 
faith than knowledge of the use of the 
Trade Acceptance. 

From 1920 to 1932, credit organiza- 
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tions from time to time urged a broad- 
er use of the Trade Acceptance. Some 
progress was made, but on the, whole, 
no appreciable volume of Trade Accept- 
ances flowed through the banks. In 
1932, at the Detroit Convention, the 
National Association of Credit Men 
went on record as fostering the general 
adoption of the Trade Acceptance and 
urged that special committees be or- 
ganized at every business center and 
within the various trades to promote 
the Trade Acceptance method. Several 
large well-known concerns pledged 
themselves both to buy and to sell on 
the Trade Acceptance basis and start 
the ball rolling. These well-known 
firms sent form-letters to this effect to 
their customers as well as to their 
sources of supply. Probably none of 
these leaders needed the Trade Accept- 
ance to assist them in financing their 
operations; they merely complied with 
the plan to try to create additional 
credit as an aid to recovery. I con- 
tacted one of these firms some time ago 
and asked what success had been expe- 
rienced with the Trade Acceptance 
during these last five years. The reply 
indicated that the three barriers were 
still in place—custom, inconvenience, 
and abuse. The terms in this particu- 
lar industry are relatively short and 
there was no incentive for the trade to 
accept the paper. A few customers 
were willing to cooperate; others 
thought they were going to get some 
additional consideration, and some tried 
to use the Trade Acceptance to cover 
past due accounts. I believe that this 
report checks with the information 
given to me by the officer of the bank 
previously mentioned and can be com- 
pared with your own experience. In- 
deed, a perusal of any bank statement 
will indicate that very few Trade Ac- 
ceptances are actually used in the ordi- 
nary course of business. 


There is no doubt that in certain 
lines of business the Trade Acceptance 
has proved to be an unqualified success. 
In certain industries where terms are 
standardized as longer than the usual 
thirty days, Trade Acceptances are 
sometimes popular. I understand that 
orange tree cutters are sold on sixty- 
day Trade Acceptances and that the 
use of Trade Acceptances is the custom 
of this particular trade, regardless of 
the fact that their customers may or 
may not discount invoices covering 
other merchandise purchased on open 


account terms. 


On the other hand, there are certain 
sections of the country which apparent- 
ly do not favor Trade Acceptances to 
any extent whatsoever. The sections 
of the country which depend on one 
certain crop, demand open-account 
terms. The debtors in these sections 
demand open-account terms with occa- 
sional time extensions when crop fail- 
ures reflect upon the prosperity of the 
locality. 


In good times when most business- 
men are making money and paying 
their bills more or less promptly, there 
is no general movement to popularize 
the general use of the Trade Accept- 
ance because almost everybody’s credit 
is fairly sound and there is no point in 
securing Trade Acceptances. In times 
of depression, as in 1932, when the 
general use of the Trade Acceptance 
would stimulate business, the good cus- 
tomer won’t bother signing the Ac- 
ceptance, and the Trade Acceptances 
signed by the poor credit risks, are of 
no real value. Generally speaking, the 
customer is always right. In a buyer’s 
market, this saying is particularly true, 
and when a depression comes along, the 
A-1 customers are few and far between. 
A customer’s word is law. In times 
of depression, when customers with an 
A-1 rating are as rare as the gold of 
Ophir, the seller is not in a position 
(unless he has a monopoly of some par- 
ticular industry) to insist that all cus- 
tomers sign Trade Acceptances. Briefly, 
when times are good, the Trade Ac- 
ceptance is unnecessary, and when times 
are bad, the good Trade Acceptances 
can’t be had. There are exceptions to 
this rule, and dealing with these ex- 
ceptional cases is an opportunity to use 
the Trade Acceptance. 


Back in 1932, we, too, did our best 
to support the plan to broaden the use 
of the Trade Acceptance. The first 
thing we did was to sell the salesmen 
on the idea. We outlined the situa- 
tion to them and we secured their sup- 
port wherever possible. However, we 
were not in a position arbitrarily to 
demand Trade Acceptances from all 
the customers and we decided to use 
the Trade Acceptance wherever prac- 
tical. We sold our salesmen on the 
idea that there were certain slow but 
good accounts which might be salvaged 
from our C. O. D. list by the use of 
Trade Acceptances. When you tell a 
salesman what you are going to do and 





why you are going to do it and show 
him that with his help the sales can be 
materially increased, you can usually 
count on the salesman’s cooperation in- 
stead of the salesman’s opposition. I 
am proud to say that all of our sales- 
men helped me to sell the Trade Ac- 
ceptance idea to certain customers who 
were good risks but who were prone 
to let their accounts ride just as long 
as possible. 


In 1932, we contacted certain slow 
but good accounts, calling attention to 
the fact that their balance was delin- 
quent and that it was our intention to 
offer Trade Acceptance terms wherever 
possible. Some of the customers took 
the hint and established a more satis- 
factory paying record on open account 
terms. Other accounts agreed to Trade 
Acceptance terms. From time to time, 
when we receive initial orders from 
accounts whose paying record is rather 
poor but who are apparently fairly 
good credit risks, Trade Acceptance 
terms are offered. Sometimes a cus- 
tomer absolutely refuses to do business 
on a Trade Acceptance basis, claiming 
that he does not care to guarantee any 
purchases or that he does not want to 
assume the extra clerical work of doing 
business on a Trade Acceptance basis. 
Sometimes the customer will promise 
to discount his bills if sold on open 
account terms. 


There are three general classes of 
accounts: the A-1 credit risk; the cus- 
tomer who is slow but good; and the 
customer who has no rating at all. The 
first and third classifications do not 
worry the credit man a great deal. The 
A-1 customer discounts his bills and 
the customer who has insufficient finan- 
cial standing to earn the right to expect 
a line of credit, is sold on a C. O. D. 
basis, if at all. Of course, it is neces- 
sary to check both classes of accounts 
periodically to determine whether or 
not their status is changing. 


The accounts which are fairly good 
credit risks but habitually delinquent, 
can be offered Trade Acceptance terms. 
Sometimes this type of customer will 
accept the paper and the collection 
problems are greatly simplified. At 
other times, other delinquent accounts 
will absolutely refuse to have anything 
to do with the Trade Acceptance, but 
will agree to discount your accounts 
if given regular open-account terms. 
Other customers will be absolutely in- 
different to the (Continued on page 30) 
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Installment credit in 
the mercantile field 


by FRANK K. GRIESINGER, Ohio State University, Columbus, Ohio 


creases sales and profits. This 

broad principle has long been rec- 

ognized and widely accepted by 
business men. Installment credit, so 
popular today, is intended to produce 
the same results. Part of the amount 
is usually paid in cash, as a down-pay- 
ment, and the balance paid in stated 
sums at fixed intervals, instead of mak- 
ing payment in a lump sum. 

The layman thinks of installment 
credit only in its relation to the trans- 
action of business in the consumer field. 
In that area, installment credit is ex- 
tremely important. Automobile fi- 
nancing gave the payment plan its ini- 
tial impetus in the early 1920’s, and 
by 1929, over 50% of all installment 
sales related to the financing of auto 
purchases. But in 1935, according to 
the Census of Business, we find that 
auto financing could be held for only 
25% of the total installment sales in 
the country, showing how the plan has 
been applied to other fields. Now, we 
find that in the retail field, for instance, 
an estimated 35% to 40% of all retail 
credit sales are of the installment type. 

In the last few years, the business 
man has asked himself why the install- 
ment plan should be limited to the con- 
sumer alone. If the consumer can buy 
an automobile, refrigerator or piano 
on time, why shouldn’t the business 
man buy new machinery for his plant 
on time? ‘The buyer needs his equip- 
ment. The seller has the merchandise 
to dispose of. The buyer and seller, 
both being business men, have the 
knowledge and trainir.g which should 
enable them to understand the intri- 
cacies of terms, payments and sales 
agreements much better than the or- 


cs judiciously extended, in- 
\ 





1 Beckman, T. N. “Credits and Collections in 
sbeory and Practice,” McGraw-Hill, New York, 
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dinary consumer. 

The purpose of this essay is to illus- 
trate the possibilities of the application 
of installment credit in the mercantile 
field, by a study of the theoretical side 
of the subject, and by the analysis of 
specific cases in actual practice. 

There are many industrial concerns 
that set aside part of their profits and 
earnings from current operations, and 
set up a large cash reserve, out of which 
financing of new equipment is done. 
These cash reserves usually earn little 
or no interest, and are disadvantageous 
from the standpoint of the larger re- 
turn that could be gained if they were 
invested elsewhere. 

A second method of raising funds 
for financing of equipment purchases 
is by the liquidation of investments. 
The chief disadvantage of this method 
is that the company is at the mercy of 
the current market, and in downswings, 
substantial losses may be taken. If the 
investment is in government bonds, the 
interest return is still quite low. 


To purchase machinery and equip- 
ment, a business man sometimes bor- 
rows from commercial banks. Such 
short term loans are usually payable in 
thirty, sixty, or ninety days. These 
banks frown on repayments in install- 
ments, and it is customary to repay 
such a loan in one lump sum, which 
may be inconvenient for the borrowing 
company. Also, the company may ex- 


‘perience difficulty in repaying the loan 


in the short period. 

Personal and private loans may at 
times be utilized. This practice is sub- 
ject to the same disadvantages as is that 
of borrowing from commercial banks, 
in addition to a possibility of less sta- 
bility on the part of the lending agency. 

A fifth method of financing equip- 
ment purchases is by the issuance of 


preferred stock, or bonds. In the first 
place, and most important, this method 
is not available to small companies. 
Furthermore, any company issuing 
stocks or bonds is at the mercy of the 
current money market, and may have 
to make financial sacrifices -in order to 
get the issue absorbed. Usually, in 
such a condition, the issuing company 
will postpone the floating until better 
times, to the detriment of the company 
and its stockholders, as the equipment 
may be needed badly. The money 
from such an issue comes all at once, 
and must be budgeted gradually. It 
does not come in just as it is needed. 
Finally, in the case of bonds, the obli- 
gation may be payable all at once at a 
future time, and when this time comes, 
if the company has had periods of low 
earnings not covering the actual de- 
preciation of the capital investment, ex- 
pensive refinancing and reorganization 
may be necessary to cover the obliga- 
tion.? 

It would seem from the examina- 
tion of the above factors that industry 
needs a change in its credit set-up. The 
depression, which started in 1929, and 
the present general business recession, 
have had distinctly bad effects on the 
general credit situation. Sales have 
been reduced, and receivables and other 
assets of corporations have become 
much less liquid. The general tie-up 
of capital due to the uncertainty of 
business men has made the credit situa- 
tion acute. 

This conclusion was effectively 
demonstrated by the “Survey of Re- 
ports on Credit and Capital Difficul- 
ties”, published in 1935 by the Busi- 
ness Advisory Council for the Depart- 
ment of Commerce in Washington. 





2? Maddock, S. D. “How Shall the Purchase 
of New Equipment Be Financed Under Present 
Conditions?” STEEL, 98:56, March 9, 1936. 
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This report is concerned with the 
credit problems of small manufacturers. 
No less than 1,153 firms reported that 
they had credit difficulties, and in- 
dicated the following normal sources 
of long-term capital: 


Commercial Banks ... 
Seock Reswes ...0cc00. 
Mortgage Companies . 
No Source Available. . 


17% 
8% 
9% 

48% 


Another 724 small manufacturers 
stated that they had no difficulty in 
securing credit, but they, too, obtained 
long term capital from similar sources, 
as shown below: 


Commercial Banks ... 20% 
Equities and 

Investment Credit.. 25% 
No Source Available.. 40% 


The furnishing of long-term credit 
is not one of the technical functions of 
a commercial bank, yet this study 
shows the degree of dependence of 
these smaller manufacturers on the 
commercial banks for their long-term 
capital needs. This study also demon- 
strates conclusively the actual need on 
the part of these manufacturers for 
some other source of long term capital, 
especially in times of stress, as at 
present. 


The depression has caused many 
companies to retrench their expenses, 
and plant improvements and the pur- 
chase of machinery have been put off 
until better times. The introduction 
of new machinery to take the place of 
obsolete equipment would in many 
cases tend to increase efficiency, reduce 
cost, and increase profit. The plants 
of many concerns are in need of 
thorough modernization, and this im- 
provement has been waiting for more 
favorable credit sources. New business 
might be secured for these concerns by 
the improvement of their products 
through the modernization of processes 
and machinery.2 Furthermore, the re- 
turn on the investment of the stock- 
holders and bondholders should be ma- 
terially bettered, through the increased 
profits. The point is fairly obvious 
that industry would be materially aided 
by more liberal credit facilities. 


The conservatism and psychological 
inertia which hindered the introduction 
of the installment credit plan into in- 





3 Tarvie, J. Gibson, 


“Credit in Industry,” EN- 
GINEER, 


156:592-3, December 15, 1933. 


dustry has been substantially reduced 
by the need of industry for more liberal 
credit facilities. The business man 
is beginning to realize that applying 
the installment plan to the needs of his 
business is just as logical as applying 
an equipment trust bond in the pur- 
chase of railroad equipment, or in put- 
ting a second mortgage on a house. 
The depression has made business men 
conscious of the possibilities of the plan, 
and has given installment credit its first 
vigorous introduction into industry.5 

The primary advantage in the pur- 
chase of new equipment by the install- 
ment plan is that the equipment can be 
put in use at once, and the charges 
spread out over a certain period. Thus, 
the equipment ‘will fulfill its function 
of reducing costs, and through this re- 
duction, the saving made by the pur- 
chase of machines will greatly offset 
the necessary payment under the plan, 
and, of course, may absorb the payment 
completely. ‘Thus the equipment may 
be said to truly pay for itself.® 


A second advantage is that in the in- 
stallment transaction, the financing and 
interest charges are paid only on the 
actual dollar amount owed by the pur- 
chasing company for the particular 
transaction. Ina security issue, charges 
are paid on a much larger bulk of 
funds, and only a small part of this 


large amount may be in use at one time. 


Thus, under the installment plan, there 
is no debt in excess of the immediate 
requirements of the business, nor is 
there any excess reserve of idle funds 
to carry along. 


Third, purchases of equipment may 
be financed as they are needed by the 
company. ‘There is no need to wait 
until a large number of replacements 
must be made in order to make it 
worth while to float a security issue. 
The equipment can be purchased in 
small amounts at frequent intervals, 
with no necessity for large loans, or 
the floating of a security issue at one 
time. 

Furthermore, the funds necessary to 
purchase equipment may, by the use of 
the installment plan, be spread out, 
and disbursed quite often in proportion 
to the depreciation of the actual equip- 


* “Tndustrial Markets are Making Installment 
a BUSINESS WEEK, January 
1 Pp . 


® “Buying Capital Goods on Time,” BUSINESS 
WEEK, July 4, 1936. 


® Maddock, - D. “How Shall Purchases of 
New Equipmen Be Financed Under Current 
Conditions ?”, STEEL, 98:56; March 9, 1936. 





ment in use. In almost every case, 
the term of the installment contract 
can be spread out over a period much 


longer than a thirty day commercial 


-bank loan, yet over a much shorter 


time than the long burden of interest 
payments on a security issue.? 


Again, the charges made for install- 
ment financing compare very favorably 
with other methods of financing. They 
may be somewhat more than those on 
a commercial bank loan, but the added 
convenience and ease of repayment, and 
the productive power of the machinery 
purchased usually offset the rate dif- 
ferential. The dangers due to a heavy 
load of interest charges on obligations 
such as bend issues are entirely elimi- 


nated. 


Finally, the use of the installment 
credit plan will increase business for 
the seller of the equipment. Install- 
ment credit makes it much easier for the 


‘manufacturer or dealer to buy new 


equipment, and the use of the plan will 
bring many new customers into the 
market who could not afford to buy 
before. 


An industrial transaction of $20,000 
r $30,000 is far above the ordinary 
household installment credit purchase of 
$200 or $300. Where there may be 
one industrial transaction, there may be 
a hundred or more household and con- 
sumer transactions. Thus, in applying 
installment credit to industry, we do not 
have the factor of safety of large num- 
bers that is present in consumer install- 
ment credit. 


This brings us to a second possible 
objection, namely, if we do not have the 
safety of large numbers, it will be 
necessary to be extremely cautious in 
selling to firms on the installment plan. 
In addition to the ordinary financial 
aspects of the credit investigation, it 
is necessary for the seller to see that 
there is competent engineering and 
technical advice as to whether the pro- 
posed equipment purchase will really 
fill the buyer’s need. 


A large percentage of industrial 
machinery is specialized in its nature, 
and the repossession by the seller of 
such equipment would be of little value, 


. because of the limited market for re- 


sale. The seller must consider this 
possibility. Better yet, he should in- 
tTLewis, H. B. “Equipping the Piest 9 


Time,” THE MAGAZINE OF BUSINESS, 
157- 9, August, 1929. 
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vestigate his buyer carefully to mini- 
mize the risk of default. 

Industrial machinery is constantly 
being improved, and there is a risk of 
over-night obsolescence. This is a fac- 
tor which must be carefully weighed 
in determining credit terms. Usually, 
the shorter the terms can be made to 
the satisfaction of both parties, the less 
will be the danger of the obsolescence 
of the machinery before the obligation 
is fully paid. 


A final factor to consider is that the 
conditional sales agreement or lease, or 
the chattel mortgage which is used in 
the sale of equipment under the install- 
ment plan, is more difficult to draw up 
in its application to industry, and 
skilled legal help must be employed in 
this particular.® 


The installment credit movement in 
industry, in its present state, has been 
largely occupied with the retooling and 
re-equipping of small and medium- 
sized companies that have postponed 
plant investment since the depression.® 
However, there is a large variety of 
industrial goods handled on the install- 
ment plan. The following are but a 
few of the types of commercial and 
industrial equipment that have been 
financed on the installment basis by the 
Commercial Credit Company: 

Boilers and Tanks 

Combustion Equipment 

Contractors Equipment 

Hoists and Cranes 

Conveyors 

Machine Tools 

Mining Equipment 

Pumps and Compressors 

Refrigerating Equipment 

Almost any industrial article of 
equipment, with high enough unit 
value, can be financed on the install- 
ment plan. . 

The terms of the installment con- 
tract vary so much with the product 
sold that it is not possible in this 
limited study to give any suggestions 
as tO minimum and maximum sale, or 
frequency of repayment. 


One point, however, that came out 
in the research for this article, is the 
necessity for a thorough-going financial 
investigation of the buyer, and a 
thoroughly competent engineering study 
of his needs. ‘The contract should ob- 





‘Lewis, H. .. “Equipping the Plant on 
Time,” THE MAGAZINE OF BUSINESS, 56: 
157-59, August, 1929. 

_’ “Buying Capital Goods on Time,’’ BUSI- 
NESS WEEK, p. 20, July 4, 1936. 








Reasons for repossessions of electrical 
appliances — one firm’s experience 


40 per cent were due to errors in credit extension—poor moral risks 
on which the firm was unable to get information on past 


credit experience. 


30 per cent were due to Joss or reduction of income—this figure is 
greatly affected by increasing the length of the contract. 
10 per cent were due to not thoroughly selling the customer on the 


goods. 


10 per cent were due to unsatisfactory merchandise and racketeering 
of competitive salesmen. 
10 per cent were due to domestic troubles. 


100 per cent 


—Household Finance Corp. 





viously vest the title of the equipment 
sold in the seller for protection pur- 
poses, the usual form being the condi- 
tional sales agreement, or in the states 
where the former is barred, the chattel 
mortgage. The down-payment usually 
runs from 10 to 3314%, depending on 
the article sold.1° 

In the past few years, with the ef- 
fect of the depression on industry, the 
federal government has come forward 
with a program of making loans to in- 
dustry. The Federal Housing Ad- 
ministration was active in this field 
until February, 1938, when their assist- 
ance was curtailed. This Federal 
Agency now gives assistance only in the 
purchase of equipment that will be- 
come a permanent part of the real es- 
tate value of the property, such as 
stokers, furnaces, air conditioning 
plants, and certain types of refrigera- 
tion.11 

The Reconstruction Finance Cor- 
poration was authorized in 1934 to 
loan $300,000,000 to industry. How- 


ever, up to the date of the writing of 


. this article in April, 1938, the disburse- 


ments have only been around $107,- 
000,000. The Loans-To-Industry Act 
has recently been passed, and this 
authorizes the Reconstruction Finance 
Corporation, through its director, Jesse 
Jones, to loan some one and a half 
billion dollars to industry.12 Many 
of these loans would be re-payable in 
installments, and in the future, the gov- 
ernment may be an important source of 





” Lewis, H. B. “Instalment Selling of Indus- 
trial Equipment,’ American Management Asso- 
ciation, New York, 1934. 

11 Maddock, S. D., “Financing Equipment Pur- 
chases,”” STEEL, 97:104; November 4, 1935. 

12 The Columbus Dispatch, April 14, 1938. 


installment credit for mercantile es- 
tablishments. 

A company applying the installment 
plan may itself elect to hold the con- 
tracts of its customers. This enables 
the company to control collection ef- 
fort, and to exercise immediate super- 
vision over the debtor. However, if 
much business is to be done on the in- 
stallment plan, it takes a strong finan- 
cial structure to carry the burden of the 
receivables. If a company elects to hold 
its own paper, the utmost discretion in 
credit management must be observed, 
with a critical follow-up of delinquent 
debtors. : 

The final method of procuring in- 
stallment credit is through a sales finance 
company. There are two principal 
companies in the United States that 
handle this type of business, the Com- 
mercial Credit Company, and The 
Commercial Investment Trust. To 
illustrate the trend towards handling 
the buyers’ paper through a finance 
company, the Commercial Credit Com- 
pany in 1936 gained almost 50% over 
their 1935 business. 13 Their volume 
of installment financing in 1936 was 
$264,605,704, and of this a substantial 
amount was in financing industrial and 
mercantile transactions. 14 

The finance company discounts the 
paper of the buyer for the seller, and 
usually makes all collections on the 
paper. The finance company usually 
reserves final decision on the acceptance 
of the credit risk. The seller must 
fully guarantee the articles sold to the 
buyer, and must (Continued on page 29) 
"18 “Buying Capital Goods on Time,” BUSI- 
NESS WEEK, p. 20, July 4, 1936. 


“4 “Credit and Finarice Today,” The Comimer- 
cial Credit Company. 
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Meeting the problem of 


the business cycle 


by C. OLIVER WELLINGTON, Partner of 
McKinsey, Wellington & Company, 


Management Consultants, New York 


ments as to who caused the current 

depression—not recession—remind 

me of the story of the three men 
who were arguing as to which was the 
oldest profession. 

The first man, a doctor, referred to 
the biblical story of Eve having been 
created by an operation on Adam’s rib, 
which he said indicated that the medi- 
cal profession was the oldest. 

The second man, an engineer, also 
referred to a biblical story about the 
world having been created in six days 
out of chaos, which was a wonderful 
feat of engineering that took place long 
before Adam. 

The third man, a politician, ended 
the argument by merely asking the 
question, “Who created chaos?” 

I first heard this story applied to the 
depression which started in 1929. The 
chaos at that time was blamed on the 
bankers. This current depression is the 
first one which has been caused entirely 
by politicians. “We have planned it 
that way and don’t let anyone else tell 
you differently.” 

The politicians are responsible for 
the tax on undistributed profits which 
prevents the building up of surplus in 
good times by which production and 
employment can be continued in bad 
times; the politicians are responsible 
for the Wagner Act; and the poli- 
ticians allowed the sit-down strikes and 
other excesses of labor. All businesses 
were practically forced to buy ahead of 
their current requirements to insure 
having raw materials as needed. 


ayo recent discussions and argu- 
hu 





_ Condensed from an address at annual conven- 
tion of the Controllers’ Congress of the National 
Retail Dry Goods Association, New York City, 
February 2, 1938. 


When we summarize the present 
situation, we find consumer purchasing 
power decreased by; (1) lack of orders 
and production in the consumer goods 
industries while inventories are being 
reduced; and (2) lack of orders and 
production in the industries making 
capital goods. ‘The first decrease I 
expect to see corrected in a few months, 
but I see no hope for correction of the 
second and more vital reduction of con- 
sumer purchasing power until the poli- 
ticians see the error of what they have 
done and take necessary steps to correct 
their economic blunders. 

While it would appear to be merely 
common sense for the government to 
encourage business to make increased 
profits and pay increased taxes for the 
support of the government, the present 
Administration has discouraged busi- 
ness by attacking the present profits, 
and especially any present opportunity 
for making profits. 

Why do people purchase capital 
goods? Because they expect to use 
them to produce other goods at a profit. 
They buy a new machine because it 
will produce more or better units at a 
cost which, in comparison with the cost 
of production on the old machine, will 
yield a satisfactory return on the addi- 
tional capital required. A new factory 
is constructed, or a new department 
added, only if acareful forecast of prob- 
able sales and costs indicates a proba- 
ble profit that will justify the expendi- 
ture for the new factory or the new 
department. 

With the tax on undistributed net 
income, the tax on capital gains, and 
the high surtaxes, how can any busi- 
ness man or investor see a reasonable 


opportunity for making a net profit 
after taxes by starting a new business 
or expanding a business already in 
operation? And if he cannot see an 
opportunity for profit, how can he be 
expected to purchase capital goods? 
Lack of capital expenditures results in 
lack of orders to the businesses produc- 
ing capital goods, which are forced to 
reduce payrolls, and this reduction in 
payrolls decreases consumer purchasing 
power, which affects retail sales. 

I am sorry to have to paint such a 
pessimistic picture of the current situa- 
tion and to predict a long delay before 
we shall have recovered to even normal 
good business, but no professional man 
can effectively serve his clients unless 
he endeavors honestly and fearlessly to 
find the facts and present them, and 
then suggest, on the basis of these facts, 
what action should be taken. 

One of the first actions I would re- 
commend to any business would be 
the development and use of budgetary 
control. It would be a distinct help to 
American business in general if each 
trade group could develop uniformity 
in accounting for income and expenses, 
and could, through the trade associa- 
tion or otherwise, compile comparative 
results. 

In addition to comparison of results, 
it would be very helpful if trades and 
industries should develop cooperative 
plans for business forecasting. If, due 
to lack of proper information and 
study, budgets for a period call for in- 
creasing sales and for that same period 
sales actually decrease, you will obvi- 
ously pile up excessive inventories. The 
failure to make an accurate forecast 
exaggerates the apparent profits of your 
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vendors while the inventories are being 
increased, and exaggerates their losses 
during the period when the inventories 
are being liquidated. 

Many individual companies are es- 
tablishing a market research staff in 
order to improve their forecasting and 
thereby improve their inventory and 
budgetary control. For many if not 
most industries market research would 
appear to be a sound and important 
function of the trade association. 

The only way to improve the general 
standard of living is to produce and 
distribute more goods at a less cost. 
This means greater efficiency in pro- 
duction per hour and the elimination of 
wastes and losses. Cutting wages may 
or may not be necessary to put the 
wages in a particular plant or industry 
in fair relation to wages in other plants 
and industries, but such adjustments do 
not benefit the total economy except as 
they bring closer a general balance and 
stimulate the general exchanges of 
goods or services. The real gain in 
the total economy comes through re- 
duced costs. These reduced costs should 
result from better organization and 
methods and the elimination of wastes. 


While you have developed and are 
using effectively budgetary control in 
total and by functions and departments, 
in the light of the general conditions 
as they are likely to be in the coming 
months, I suggest that further and more 
intensive studies be made by each of 
you. It will undoubtedly be necessary 
to give the consumer more for his or 
her dollar. While part of this greater 
value may come through lower prices 
at which you can purchase goods, there 
will, I believe, have to be a reduction 
in mark-ups. 

How can you reduce mark-up and 
still leave a net operating profit? You 
will have to review all of your activi- 
ties from top to bottom in the light of 
expected conditions and, adopting a 
very hard-boiled attitude, see just where 
savings can be made. 

Are there not some services to cus- 
tomers which are very expensive and 
not worth their cost? If these cannot 
be discontinued because of the local 
competitive situation, is it not possible 
to discontinue such services by agree- 
ment of all competitors for their elimi- 
nation? Are there any facilities that 
are unreasonably elaborate? Are there 
any methods that can be simplified 
without losing their essential value? 


THE OLDEST PROFESSION? QUIT YOUR RIBBING. 

MEDICINE! PROOF ? THE ENGINEERING'S OLDEST. WHO 
OPERATION ON ADAM, WHO LONG BEFORE ADAM THERE CREATED 
HAD A RIB LIFTED TO WAS THAT BIG RUSH JOB CHAOS ? 
CREATE EVE. WHICH CREATED THE. 


#7>~ \WORLD IN SIX DAYS 


a ; ae OUT OF CHAOS. 
f "WM <3 —S 





Are there some operating expenses that 
can be reduced without unreasonably 
bad effect upon customers or em- 
ployees? Are budgets for sales pro- 
motion or advertising reasonable in the 
light of current conditions and sales 
expectations ? 

It will undoubtedly be helpful to 
develop flexible budgets for the busi- 
ness as a whole, which will show not 
only the costs and expenses by func- 
tions and departments in relation to 
the expected sales, but also just where 
increases or decreases in expenses 
should be made, as sales increase or de- 
crease by a certain percentage or a 
certain total amount. By distinguish- 
ing between fixed, semivariable, and 
variable cost elements a flexible budget 
calls into question the degree of actual 
inflexibility of so-called fixed costs. 
By making each department head 
aware of his personal responsibility for 
developing a detailed plan for his own 
work, the budget stimulates his efforts 
to improve his operations. 

You will note in all of the foregoing 
that I have made no mention of the 
dismissal of employees or the reduction 
of wages. I feel very strongly that, in 
facing a period of reduced sales and 





- BATES - 


production, management should first 
study all activities of the business to see 
what savings can be made before dis- 
missing employees or reducing wages. 
Either of these two courses may be 
necessary, and probably will be neces- 
sary in this current depression, but they 
should not, as is so often the case, be 
the first steps taken. 

A careful study should be made of 
what might be called your direct labor, 
as well as your indirect labor, to see 
what is required for each activity and 
department for the expected sales. The 
sales must be considered not merely in 
terms of dollars but in terms of quan- 
tities and numbers of transactions, as, 


‘for some activities, even if the sales in 


dollars and in quantities are reduced, 
the same volume of work is required 
unless there is a reduction in the num- 
ber of transactions. 

The present is a very good time for 
developing a sound program of indus- 
trial relations. Unemployment, wages 
and income, hours of work, working 
conditions, sub-standard workers, and 
relations with organized labor, will 
continue to be the most important prob- 
lems which management will be called 
upon to solve. 


SS 
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Many years before the New Deal, 
a number of progressive companies es- 
tablished long-range industrial rela- 
tions programs, including organized 
personnel management, employee rep- 
resentation, financial security plans, 
and personnel research. The majority 
of companies, however, have not fol- 
lowed the lead of the others. They 
have not developed extensively through 
their trade and industrial associations 
uniform and constructive programs for 
solving the labor problems of Ameri- 
can industry. It has been the tendency 
in some cases to wait until labor diffi- 
culties arose and then to attempt to 
solve these difficulties by labor spying, 
black listing, strike breaking, and simi- 
lar negative activities. 


Because many employers have not 
always taken constructive steps in the 
past to solve these problems, both or- 
ganized labor and the government 
have been undertaking measures which 
may or may not prove constructive. 
Unless management does take construc- 
tive steps in developing sound indus- 
trial relations programs, therefore, 
these other agencies are likely to be- 
come more and more dominant in their 
attempts to control industrial relations. 
To retain leadership, employers must 
develop sound industrial relations pro- 
grams as a permanent part of their 
management activities. 


The objectives of a sound program 
should include not only the minimizing 
of labor disputes but also the develop- 
ment of employee efficiency, the in- 
creasing of employee satisfaction, and 
the protection of the physical and men- 
tal well-being of employees. The point 
of view in industrial relations, how- 
ever, should be businesslike rather than 
paternalistic. Although it is not pos- 
sible to isolate the effects of a sound 
industrial relations program in the cost 
statement, nevertheless, the problem 
should be approached from the view- 
point of sound economics and good 
business. 


A sound program of industrial rela- 
tions should include the establishment 
of definite personnel policies, a clearly 
defined management organization for 
administering these policies, and the 
development of personnel methods and 
procedures necessary for effective per- 
sonnel management and industrial re- 
lations. 


In addition to the development of a 
sound program by each company, you 





“One of the first actions I would recom- 
mend would be the development and use 
of budgetry control. Trade groups could 
work together on this important work.” 


should apply to industrial relations 
problems the same kind of cooperation 
you have used in other activities. While 
we may agree in theory with the policy 
of “rugged individualism”, are we not 
forced by collective bargaining and the 
activities of certain unions to the reali- 
zation that any one company working 
by itself is at a distinct disadvantage? 


You perhaps are familiar with the 
organization of employers in and near 
San Francisco who, in matters of in- 
dustrial relations, have adopted labor’s 
own slogan “One for all, and all for 
one’. They have agreed that “if any 
labor union—or member of such union 
—shall violate any agreement with” 
any member of the organization of em- 
ployers, “or shall refuse to work for 
any member,—the board of directors 
may render to such member or mem- 
bers the fullest moral support and such 
financial and other aid as shall be ap- 
proved by the board of directors.” _ 


Under this plan, when mass picket- 
ing was threatened for the largest de- 
partment store in Oakland, 41 stores 
in the city served notice that if any 
attempt was made to close this one 
store all 41 would close. The union 
immediately dropped the picketing idea 
and accepted the employers’ peace terms 
which previously had been rejected. 

I expect to see a widespread adop- 
tion by trades and businesses of this 
San Francisco plan and the develop- 





ment of sound industrial relations pro- 
grams by trade associations and by 
groups of local employers. Collective 
bargaining agreements between groups 
of employers and unions are, I believe, 
less likely to be one-sided and more 
likely to be enforced in their various 
provisions than many agreements that 
have been made between unions and 
individual employers. 


As part of a sound industrial rela- 
tions program, it seems to me very im- 
portant that we should do much more 
than we have towards educating em- 
ployees about economics and _ business. 
Back of all the cross-currents, misin- 
formation, and distorted emphasis that 
we are experiencing, there is probably 
little maliciousness but a considerable 
amount of ignorance. I believe that 
American industry, as an obligation to 
itself and to society, must participate 
in an extensive educational plan to 
counteract the present misinformation 
and propaganda. 


The first essential of an educational 
plan is to determine the subject matter. 
This means that business men will 
have to organize their own thinking, 
they will have to determine what poli- 
cies are good for their companies, for 
their employees, and for the communi- 
ties in which they operate. They will 
also have to decide how rapidly they 
can change their policies, whether they 
can make changes during periods of 
sub-normal production, or whether 
they must wait for improved activity. 


Having decided your policies for 
the benefit of all concerned, the most 
effective place to start your educational 
campaign is in your own company. 
You must decide whether you will 
concentrate in the beginning on super- 
visors Or On some one part of your 
organization. One advantage of start- 
ing with executives is that it gives you 
an opportunity to incorporate their 
ideas in the subject matter before pre- 
senting it to the rank and file. 


Some executives believe their em- 
ployees do not want to hear the em- 
ployer’s side nor his problems, but that 
is not borne out by the recent survey 
made for the National Association of 
Manufacturers. Samples taken of em- 
ployee attitude over the whole coun- 
try showed that two-thirds to three- 
quarters of the employees want their 
employers to explain current facts as 
to hours and wages and conditions of 
their business. 
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From another source we hear of an 
employer who had to curtail activities 
because he was losing contracts. The 
employees wanted to know why he 
was not able to get his usual portion 
of the business, and he explained the 
effects of increased taxation, labor 
rates, etc. Shortly thereafter, the city 
fathers needed additional revenue and 
filled the local paper with a descrip- 
tion of a plan to put an additional tax 
on local industries. ‘The local wage 
earners protested loudly and effectively, 
and a general tax was substituted. The 
workers decided they would rather pay 
high taxes and have a job than have 
lower taxes and no work. 

Another group to educate is the 
labor organization. If you have union 
representatives or organizers to deal 
with, don’t hide from them but meet 
them squarely and be prepared. Have 
your plans made and in file before you 
need them. State your side of the case, 
the results of your studies, as an alter- 
native to labor’s “demands”. You will 
get much more respect and considera- 
tion if you can show that you have 
been thinking of the interests of em- 
ployees and are following a carefully 
developed plan. There is a tremen- 
dous difference between saying merely 
“Yes” or “No” and asking the labor 
representatives wherein your plan is 
not the saner and more likely of peace- 
ful economic realization. You should 
be so sure of your ground that you can 
start with basic economic facts and 
build your arguments in the presence 
of the representatives. 

While a third group which should 
be educated is far above the average 
in intellect, I wonder if its members 
have the facts about business. How 
many of you ever invited your con- 
gressman or assemblyman to drop into 
your office to discuss current questions ? 
I am quite certain they would react 
favorably to sane arguments. They 
would see that you were serious and 
that you considered your employees 
and the welfare of your community. I 
believe that a majority of the third 
group, if given the facts, would try to 
cooperate in any movement that they 
believed would be helpful to business, 
and by business I mean all business, 
not merely capital nor management, 
but employees, customers and those 
from whom you buy. 

Education should not stop with the 
three groups mentioned, but should be 
extended to the general public. Some 
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“MISS KEYES, TAKE ALETTER..... 

“THE HONORABLE -ER-ER-THE HONORABLE- 
“ER-ER-WHO IS MY CONGRESSMAN, ANYWAY ? 

“(MEMO: LOOK UP CONGRESSMAN. ),COMMA, 
“REPRESENTATIVE FROM THE-ER-UH-WHICH IS MY 
“CONGRESSIONAL DISTRICT ? (MEMO: FIND THAT OUT) 
“DEAR SIR...” 





“How many of you ever invited your 
Congressman or your Assemblyman to 
drop into your office to discuss current 
problems.” How many of you are familiar 
enough with your Congressmen and As- 
semblymen to send them a letter or a wire 
as readily as you could to one of your 
customers? 


businesses have greatly improved their 
relations with customers and have 
stimulated their sales by effective ad- 
vertising and sound plans for public 
relations, but these individual cases 
have been few and far between. 

Business in general has done so little 
directly to educate the public, and has 
taken so little interest in the education 
given by the schools and colleges on 
economic and business subjects, that 
false and misleading propaganda has 
been accepted by millions of people 
merely because they did not have the 
facts by which they could have detected 
the propaganda and realized the falsity 
of statements made. 

I will mention certain general truths 
that cannot be too strongly or too often 
emphasized : 

Business in general in this coun- 
try has not made large or excessive 
profits. 

In any business there is a very 
small margin between success and 
failure. 

Wages and taxes can only be paid 
out of the difference between other 
costs and selling prices. An attempt to 
increase either wages or taxes without 
a corresponding decrease in other costs 
or an increase in selling prices means 
doing business at a loss and eventual 
bankruptcy. 


A higher standard of living can only 
come through increased production of 
goods and services at lower costs. 
Waste and inefficiency help no one. 
If a product can be grown or extracted 
or manufactured for $1 instead of $2, 
the saving of $1 is an advantage to the 
community even if the selling price re- 
mains the same, as the producer has $1 
more to spend or invest. If the saving 
is passed on, the consumer has an addi- 
tional dollar to spend on other things, 
or on larger quantities of the same 
thing. 

Conversely, if restrictions are placed 
on efficiency by the Government, labor 
unions, or otherwise, and the cost is 
$3 where it previously was $2, while 
some part of the extra dollar may go 
to labor, it will only be a part, and the 
balance will be entirely lost. The in- 
creased cost will necessarily be pyra- 
mided as the product goes through the 
hands of wholesalers and retailers, se 
that the final increase in price to the 
consumer will be substantially more 
than $1. Therefore the only way per- 
manently to improve the standard of 
living is through the elimination of 
waste and the increase of efficiency 
through the best use of materials, men 
and methods. 

Except for out-of-style or unseason- 
able merchandise, no sales should be 
made below cost. The man who sells 
below cost hurts himself and hurts the 
community. He hurts the community 
in two ways; first, he reduces his own 
capital ; and second, he reduces the pos- 
sibility for his competitor to do any 
business at a profit. 

In most lines of business there is 
very little danger from monopoly. 
Many small or medium sized com- 
panies can regularly compete and make 
a better profit per dollar of invested 
capital than the very large companies. 
There is also the safeguard that an 
attempt of monopoly to charge too high 
prices immediately results in an in- 
crease in use of substitutes, and there 
is practically no product that is essen- 
tial and must be used. 

Government ownership and govern- 
ment operation of business has never 
been as efficient as private operation, 
and extension of government operation 
and control leads to higher costs 
through waste and inefficiency. 

We have been living upon the hard 
work, the profits made and the savings 
accumulated in the past. In the years 
1930 to 1936, (Continued on page 30) 
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LAWRENCE W. CUSACK, Associate Professor of Economics, The Creighton University, Omaha, Neb., discusses 





Social security funds and 


our credit system 


An organization of credit men— 
and especially one which is nation- 
ly ally integrated—would, it seems to 

me, be interested in securing a bet- 
ter grasp of the scope of the Social 
Security Act; and in having presented 
for their consideration some notions 
pertinent to its future operating de- 
velopments. This article, entitled “So- 
cial. Security Funds and Our Credit 
System,” is for these reasons comprised 
of two parts designed to answer these 
two questions: First, what are the 
major provisions of the Social Security 
Act? Second, what are some of its 
economic implications which would be 
of particular interest to men primarily 
concerned with the development of the 
credit system of the country? 

In a very broad sense, the Social 
Security Act involves three major prop- 
ositions, namely: old-age benefits (an- 
nuities), unemployment compensation, 
and the various grants-in-aid (assist- 
ances). 

The old-age benefits feature of the 
act provides for complete and sole fed- 
eral operation; it is a feature not to be 
confused with old-age pensions or as- 
sistance; it provides for a so-called 
“contributory” plan of payroll-tax levy 
on both employers and employees in 
covered industries; it contemplates (at 
this time) the eventual accumulation 
of a large Old-Age Reserve Account 
in the federal treasury, the invested 
portion of which shall be committed to 
the purchase of federal-government or 
federal-government-guaranteed obliga- 
tions; and it anticipates (along with 
“lump-sum” benefits) the payment of 
monthly annuities to all wage and sal- 
ary earners who have worked in cov- 





ered employments since Jan. 1, 1937. 

The earliest of these annuity pay- 
ments are to begin on January 1, 1942, 
and to be made to those who are 65 
years of age and retired. The amounts 
are to range between ten and eighty- 
five dollars a month, depending upon 
the length of tenure of the worker and 
his average annual earnings up to three 
thousand dollars a year in one employ- 
ment. Both the benefits to be paid and 
the funds to be collected through pay- 
roll taxation are definitely linked with 
the tenure and the past earning-capac- 
ity of the prospective old-age annui- 
tants. 

The unemployment compensation 
specifications involve federal-state com- 
plementary systems where the federal- 
state tax-offset principle is to be used. 
This provision is intended to establish 
a stop-gap benefits-providing agency de- 
signed to counteract the seasonal un- 
employment distress among workers in 
covered employments, and to cushion 
the onslaught of major cyclical move- 
ments in business. It is provided that 
each of the forty-eight states, the Dis- 
trict of Columbia, Alaska and Hawaii 
may have (and, as a matter of fact, do 
now have) unemployment compensa- 
tion laws. 

These were to, and do now, provide 
fifty-one separate unemployment com- 
pensation systems, each manned by a 
state merit-selected personnel, and sub- 
ject to some considerable federal super- 
vision and direction. Funds are de- 
rived from the levy and collection of 
payroll excise taxes on employers in 
certain specified industries referred to 
as “covered” industries which employ 
(in most states) eight or more workers. 


The tax has reached its maximum 
rate of 3 per cent this year (1938), 
and the usual procedure in most states 
is for the federal government to collect 
10 per cent of this 3 per cent (0.3 per 
cent) for its general revenues, and for 
the respective states to collect 90 per 
cent of 3 per cent (2.7 per cent) them- 
selves (though there are minor varia- 
tions here) and then to remit the whole 
amount collected to the federal treas- 
ury for “trust” investment—that is, 
safe keeping—in what is designated the 
Unemployment Trust Fund. The bal- 
ance of this Unemployment Trust 
Fund is composed of the separately 
labeled and trusted funds of each of 
the states, the District of Columbia, 
Alaska and Hawaii. All of this ac- 
cumulation is to be used solely for the 
payment of unemployment compensa- 
tion benefits and is subject to with- 
drawal by the respective states, accord- 
ing to their needs and according to the 
deposits they may have previously made. 
The portion of the balance of this fund 
which is not likely to be needed for 
current benefit payments is to be in- 
vested in federal-government or fed- 
eral-government-guaranteed obligations. 

The federal government pays for the 
administration of the respective state 
laws out of the 10 per cent of unem- 
ployment compensation payroll taxes 
which it takes into its own general 
revenue. The states are to pay benefits 
for from fourteen to sixteen weeks. 
They are to pay them to the unem- 
ployed in covered industries in the state 
after a two-weeks (usually) waiting 
period, and to pay them for amounts 
ranging from five (roughly) to fifteen 
dollars a week. In general these pay- 
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ments are to constitute one-half pre- 
vious employment pay. Those who an- 
ticipate benefits must register for em- 
ployment, they must be proved eligible, 
and they must be established as unsuc- 
cessful seekers after employment. 

In addition to the major features 
just considered—that is, old-age bene- 
fits and unemployment compensation— 
provisions are also made for grants-in- 
aid (federal-state funds-matching in 
most cases) for various assistances 
based on needs, and not on any con- 
tributory or so-called “self-sustaining” 
bases. There are eight of these and 
they are provided as follows: (1) pub- 
lic health non-matching grants to the 
Public Health Service of the Depart- 
ment of the Interior; (2) old-age as- 
sistance fifty-fifty grants to the states, 
under the Social Security Board; (3) 
aid-to-dependent-children grants to the 
states, where the states pay in the ratio 
of two to one, and where supervision 
is under the Social Security Board; 
(4) aid to the blind fifty-fifty grants 
to the states where supervision is under 
the Social Security Board; (5) ma- 
ternal and child care (roughly) fifty- 
fifty grants to the states under the 
Children’s Bureau of the Department 
of Labor; (6) aid to crippled children 
fifty-fifty grants to states, under the 
Children’s Bureau of the Department 
of Labor; (7) child welfare benefits 
on a non-matching basis under the 
Children’s Bureau of the Department 
of Labor; and (8) vocational rehabili- 
tation on a non-matching basis under 
the Office of Education of the Depart- 
ment of the Interior. 

The funds for the federal govern- 
ment participation in these various “as- 
sistances” are forthcoming from its col- 
lections of general taxes, such as the 
federal income taxes, the estates taxes, 
various excise taxes on objects of com- 
merce, tariff duties, and the like. Also 
these assistances are, and may be, fi- 
nanced (in so far as the federal gov- 
ernment is involved) by means of bor- 
rowing operations, and these borrow- 
ing operations may involve the Old- 
Age Reserve Account, the Unemploy- 
ment Trust Fund, and some other ac- 
cumulations similar in nature which 
are managed by the federal treasury. 

No specific reserves or funds are ac- 
cumulated to finance these eight assist- 
ances just enumerated—moneys are ap- 
propriated by the Congress from time 
to time from general tax revenues or 
from the proceeds of federal borrow- 


ing. (Technically, funds are also ap- 
propriated to the Old-Age Reserve Ac- 
count, but not to the Unemployment 
Trust Fund.) In the matching process 
the states have their own peculiar ways 
of raising the funds through general 
property taxes, sales taxes, capitation 
taxes, gasoline taxes, state income taxes, 
and so on. They may, of course, also 
borrow to secure these funds. Benefits 
in the several cases are largely deter- 
mined by the state legislatures, and 
vary in amounts from state to state. 
Many states do not provide for all of 
these assistances. 

For purposes of expositive conven- 
ience the arbitrary classification of the 
implicational considerations into four 
more or less overlapping categories has 





The author of this interesting article gives 
us some problems to ponder as we look 
ahead a few years 


been made. These divisions are as 
follows: (1). Taxation and the rate of 
interest, (2) Savings and investments, 
(3) Governmental and fiscal policy, 
and (4) Stability of business organiza- 
tion and operations. 


Taxation and the Rate of Interest. 


Under this classification five observa- 
tions are offered. First, it seems in- 
evitable that industrial units operating 
in industries which are typified by a 
large percentage of their total costs 
being payroll-costs, will need to be 
more carefully appraised by credit men 
in the future, and particularly since 
payroll taxes will tend to increase over 
the next decade—if the present law 


remains unchanged (Title VIII). 

Second, payroll taxes have from the 
point of view of business at least one 
very redeeming feature. It is that they 
are definitely provided for and are 
therefore more or less predictable as 
future cost factors. Such taxes, like 
other cost of the future which can be 
predicted and anticipated, make for 
greater business certainty and hence it 
would seem for greater credit stability. 

Third, industries subject to large 
proportionate payroll costs, and hence 
to heavy payroll-taxes, are likely to be 
forced to mechanize much-more com- 
pletely. The lowering of interest rates 
or the continuation of the prevailing 
low interest rates would appear to en- 
courage this. The compulsory savings 
accumulated under the Social Security 
Act which must be invested in federal- 
government or federal - government - 
guaranteed bonds—and hence tax-ex- 
empt bonds—will tend to increase the 
quantity of private capital seeking in- 
vestment, some of which will be di- 
verted into private investment chan- 
nels. Machine producing industries 
(durable goods industries) should then 
be better able to get adequate capital 
from private hands at low interest rates, 
and hence to produce labor-supplanting 
machines at low capital-costs of pro- 
duction. The volume of business done 
in “business machines” in recent years 
bears some supporting testimony. 

Fourth, it is conceivable that the 
absorption of tax-exempt obligations of 
the federal government by the Old- 
Age Reserve Account and, to a much 
lesser extent, by the Unemployment 
Trust Fund may force those who con- 
tinue to want tax-exempt securities for 
investment, to turn to the field of in- 
vestment offered by state and local 
governmental sub-divisions. The de- 
mand for these latter securities would 
thus be increased, and the yield rates 
and the rates of interest borne by them 
would thus tend to fall. In conse- 
quence these state and local govern- 
ments may be stimulated to embark on 
programs of greater expenditure which, 
if out of hand, may greatly complicate 
state and local tax and debt problems 
which are now serious enough. 

Fifth, the rate of interest seems 
destined to continue on a very favorable 
basis to borrowers. The Old-Age Re- 
serve Account and the Unemployment 
Trust Fund to some extent are ex- 
pected to absorb federal-government or 
federal-government-guaranteed _ securi- 
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ties from the market, or to preclude 
the additional issues of such securities 
in any great amounts for public pur- 
chase. The process will tend to de- 
crease the supply of federal-government 
securities on the market and will tend 
to increase the supply of loanable funds 
seeking investment elsewhere—both of 
which conditions should operate to keep 
interest rates low. Low rates of in- 
terest on funds left to seek investment 
in private enterprise should stimulate 
the development of private enterprise 
in general, by reducing the costs neces- 
sary to be incurred in capital procure- 
ment. 

Savings and Investments. 

Under this sub-title mention is made 
of four propositions. 

First, the Social Security Act in op- 
eration, by and large and at the present 
time, undoubtedly reduces current con- 
sumption-purchasing-power, since the 
payroll taxes are likely to be largely 
borne by the lower income classes. 
More support is added to this notion 
when it is observed that returns in the 
form of old-age benefits (annuities) 
and unemployment compensation pay- 
ments are delayed; and that these will 
for some time lag behind payroll tax 
collections, in amounts, when once the 
schedule of returns does become opera- 
tive. This condition seems all the more 
certain when areas are considered where 
the assistance payments made are not 
adequate to offset the regressive (bur- 
den heaviest on lower income classes) 
effects of the contributory features. 
Under the provisions of the old-age 
benefit plan alone, the annuity benefits 
will not be equivalent to the payroll 
taxes collected until «fter 1965—over 
a quarter of a century hence. Such, 
however, is the essence of savings. He 
of the rank and file who elects or is 
forced to save, elects or is forced to 
postpone consumption. Such postpone- 
ment was considered as one of the 
major virtues of another day. 

Second, the Old-Age Reserve Ac- 
count investment. policy has been criti- 
cized since portions of the accumula- 
tion have from time to time been in- 
vested in special treasury obligations 
bearing three per cent interest. Such 
criticism further contends that these 
funds so acquired by the treasury may 
be used for most any purpose—which 
contention is quite correct. There is, 
however, little if any difference be- 
tween funds accumulated by future an- 


nuitants participating in the old-age 
benefits plan under the Social Security 
Act, and the use to which the treasury 
might put similar funds accumulated 
by life-insurance companies for pros- 
pective annuitants of their own, and 
where these life-insurance companies 
use these funds to purchase bonds of 
the federal government. In either case 
the treasury may not use the funds as 
it pleases, but only as the Congress may 
direct by acts of appropriation—which 
is the case with any revenue received 
by the treasury whether from taxation 
or from borrowing operations of any 
kind. In this connection it may be of 
interest to note that over three and 
one-half billion dollars of life-insurance 
funds were invested in federal-govern- 
ment securities at the close of 1936. 
Only slightly over half a billion dollars 
(the total invested) was invested in 
federal-government bonds from the 
Old-Age Reserve Account at the close 
of 1937. 

Third, since payroll taxes are re- 
gressive in character, they should, when 
increased on the lower income classes, 
tend to nullify the effects of the pro- 
gressive types (such as the income tax 
and especially the surtax and excess 
profits tax features) which apply to the 
wealthier investing classes in the coun- 
try. In consequence additional funds 
should be released by the wealthier 
classes for investment in private en- 
terprise, 

Fourth, the last annual report of the 
Chairman of the Board of Directors of 
the Chase National Bank of the City 
of New York (page five) to the share- 
holders of that huge institution con- 
tained lamentations pertaining to 
(among other things) the fact that 
: . increases in savings are being 
discouraged.” Social Security legisla- 
tion contains features which are in- 
tended to encourage—really require— 
savings. 

Fiscal Policy of the Federal Gov- 
ernment. 

Under this heading three points are 
suggested. 

First, it is sometimes intimated, if 
not actually contended, that it was the 
hasty consideration of the social secur- 
ity program in the United States which 
finally took the form of the Social Se- 
curity Act that explains the inclusion 
of the provision for a huge Old-Age 
Reserve Account, a reserve account 
which is estimated to show a balance 





of close to forty-seven billion dollars 
by 1980. The Committee on Social 
Security in reporting its findings and 
recommendations, after advance con- 
sideration of the program in 1934 and 
in 1935, recommended a plan which 
would involve a maximum old-age re- 
serve of fifteen and one-quarter bil- 
lions—which is less than one-third of 
the maximum anticipated in the pres- 
ent law. It was when active delibera- 
tions took place in the Congress that 
the present form was suggested and fin- 
ally approved. 

Second, if the proceeds of the pay- 
roll-taxes accumulated in the Old-Age 
Reserve Account or in the Unemploy- 
ment Trust Fund, or in both of them, 
were to be used to purchase the guar- 
anteed-bonds of government-instru- 
mentalities such as the Federal Farm 
Mortgage Corporation (of the Farm 
Credit Administration structure), or 
the Home Owners’ Loan Corporation, 
a case might be made out for the neces- 
sity for some real concern. Such a sit- 
uation might be interpreted as one 
which definitely encouraged the Fed- 
eral government, on a greater scale, in 
the business of what is sometimes re- 
ferred to as “bailing out debtors.” Such 
a movement would, I believe, be anath- 
ema to the general policy of established 
policy and responsible credit organiza- 
tions. 

Third, the Old-Age Reserve Account 
and the Unemployment Trust Fund— 
to a lesser extent, are likely to make 
the debt structure of the federal gov- 
ernment both large and rigid for a long 
time into the future, actually—accord- 
ing to the present law—in perpetuity. 
It will not then be possible to retire 
debt in good times in order to have 
ample margins for the expansion of 
debt in times of great economic stress. 
It may, however, be possible to stabil- 
ize economic conditions sufficiently by 
means of the far-flung machinery iden- 
tified with the operation of the Social 
Security Act that the traditional degree 
of flexibility in the federal debt struc- 
ture will not be necessary. 

Stability of Business Organization 
and Operations. 

In this more or less all embrasive 
division of this treatment, eight notions 
are set forth. 

First, the fears concerning bank 
credit inflation incident to the massive 
purchase of federal government bonds 
by the banking system of the country 
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should now be further allayed, since the 
Old-Age Reserve Account and the Un- 
employment Trust Fund will need ab- 
sorb many of these—if indeed, not all 
of them. 

Second, in reference to the preva- 
lence of debtor relief legislation on the 
credit system established by business or- 
ganizations, it may be encouraging to 
suggest that the program providing for 
compulsory savings and for temporary 
unemployment compensation will do 
much to eliminate the need and to re- 
move the pressure for such legislation. 

Third, the credit control machinery 
of the Federal Reserve System (a sys- 
tem which the National Association of 
Credit Men sponsored) may be con- 
siderably modified, since the govern- 
ment securities which become involved 
in “open-market operations” for credit 
control purposes, are likely to become, 
instead, not only involved but actually 
absorbed by the Old-Age Reserve Ac- 
count and the Unemployment Trust 
Fund. 

Fourth, the wide-spread extension of 
the merit system (state civil service) 
into the various state governments in 
connection with the administration of 
the unemployment compensation laws 
and the co-ordinated United States Em- 
ployment Service should prove to be a 
stabilizing influence. Stable govern- 
ment, or any movement which makes 
for stable government redounds to the 
benefit of business operations and the 
entwining credit veins which course its 
structure. Business confidence in gov- 
ernment competence will be enhanced. 
Meanwhile government costs will be 
reduced and the quality of government 
service will be improved. 

Fifth, the extensive and reasonably 
accurate data, which will be gathered 
in timely fashion by the fifty-one state 
and territorial unemployment compen- 
sation administrative organizations, and 
similarly by the co-ordinated United 
States Employment Service, will be very 
useful in acquiring accurate notions of 
seasonal, cyclical, and other devastating 
phenomena of unemployment in the va- 
rious regions of the United States. 
Such information (of which there is 
today serious lack) concerning factors 
previously considered as conditions of 
uncertainty, and which heretofore have 
defied all efforts at adequate compre- 
hension, may soon be found to be amen- 
able to some significant understanding. 
Such understanding will make for busi- 











Banks’ relation to 


selling accounts receivable 


Sirs: 


As a credit man I appreciate your article “The Receivable” (by W. B. Layton in 
February, 1938, “Credit and Financial Management,” pp 11-13) insofar as it relates to 
the purchase of accounts receivable by finance companies. Let me suggest that the 
question cannot be fully covered without including every State and National bank 
whose practice it is to “discount” trade paper such as acceptances and customers’ 


notes. 


Though termed discounting, it is in practice little different from the sale of 


accounts receivable to finance companies so far as general creditors are concerned. 
My experience is that not infrequently a debtor prior to bankruptcy has converted a 
considerable part of his open accounts into trade acceptances and discounted the 
paper at bank. All such transactions should be recorded so that credit men may 
have opportunity of knowing the condition of those to whom credit is extended. 

Taking a practical view of it. there is no likelihood of effecting the desired legis- 
lation unless it applies with equal force to all institutions engaged in the purchase of 


accounts receivable in one form or another. 


A law cannot establish a preference of 


this kind, and therefore I make the foregoing suggestion with the hope that you will fol- 
low through on it, and the wish that your efforts result successfully. 


Yours very truly, A. M. Jacobs 





ness stability and in turn for diminished 
credit risks. 

Sixth, interstate and intrastate uni- 
formity in legislation of the magnitude 
of the Social Security Act would ap- 
pear to be definitely in line with the 
objectives of organized associations of 
credit men. Many of the variations in 
procedures, requirements, and policies, 
which might to a much greater extent 
prevail, are thus eliminated. The ren- 
dition of proper and adequate credit 
service can be accomplished much more 
expeditiously. 

Seventh, in connection with the mat- 
ter of the over-extension of installment 
credit—which I understand has been a 
matter of concern for organized credit 
associations and lending institutions for 
some time—this observation may have 
some substance: the payroll-taxes which 
are applied in connection with old-age 
benefits and unemployment compensa- 
tion—and particularly the former— 
will tend to transfer much present con- 
sumption-purchasing-power into the fu- 
ture in the form of annuity-benefits for 
the aged. The effects inherent are 
quite the opposite, I believe, to those 
that are associated with the principle of 
installment-credit purchasing for con- 
sumption. In connection with payroll- 
taxation and the resulting annuities to 
the aged—~present purchasing-power is 
saved for expenditure in future con- 
sumption. In contrast and in connec- 
tion with the use of installment-credit 
for the purchase of consumption-goods 
—future purchasing-power is being used 
for present consumption. The offset- 
ting involved in these propositions may 
prove salutary. 


Eighth, old-age and unemployment 
have always produced situations which 
seem to result in reduced consumption 
and hence reduced spending in the con- 
sumption-goods markets. Such is the 
case whether there is social security leg- 
islation involving payroll taxes or not: 
Someone has to take care of indigents 
who have lost their purchasing-power 
for one or the other of these reasons. 
Perhaps the question is not so much, 
after all—Will we tolerate a decrease 
in current purchasing power because 
of these indigents?—but rather; How 
will we make the best of this contin- 
gency which appears inevitable? 

The foregoing statements concerning 
legal provisions and economic and credit 
implications, which are believed to be 
involved in a very summary considera- 
tion of social security funds and our 
credit system, have been offered for 
whatever they may be worth to the 
readers of CREDIT AND FINANCIAL 
MANAGEMENT. It is your author’s 
hope that this development of the sub- 
ject presented in this number will in 
some small way, provide additional 
impetus to the functioning of “credit 
the dynamo that supplies the current 
to business”; to the efficiency of your 
organization in the salvaging of the 
assets of distressed estates; and to 
greater accomplishment in the rehabili- 
tation of deserving debtors. He hopes 
also that the credit research ambitions 
of the National Association of Credit 
Men through the operations of its Na- 
tional Institute of Credit, will greatly 
help to bring about a synthesis in prac- 
tical affairs between social security 
funds and our credit system. 
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STUART RAGLAND, President, Insurance Exchange, 


Richmond, Va., presents 


13 Insurance “check-points” 






If I were a credit manager my 

Fy ssn and experience would 

want to make me know many 

things about the insurance carried 

by those to whom an extension of credit 

was proposed. For instance, I would 
want to know: 

First—If the merchant carried fire 
insurance to at least eighty per cent 
of the value of his stock at all times. 

Second—If he had a_ bookkeeping 
system that would give him from day 
to day, or week to week, a good idea 
of the value of his stock. 

Third—If he carried windstorm 
insurance, particularly if he were lo- 
cated between the Allegheny and 
Rocky Mountains, or along that part 
of the Atlantic Coast line where hur- 
ricanes do as much, or even more, 


damage occasionally. than do the Mis- . 


siss‘ppi Valley tornadoes. 

Fourth—If he carried use and oc- 
cupancy insurance to meet his fixed 
charges, which would continue even 
though business had to be temporarily 
suspended due to fire, windstorm, ex- 
plosion or machinery breakdown loss, 
and to reimburse him for loss on ac- 
count of this business interruption. 

Fifth—If he held a-valuable lease, 
I should want to know whether fire 
might invalidate that lease, and, if so, 
I should want to make sure that he 
carried leasehold fire insurance. 

Sixth—If he carried public liability 
insurance, which would give him pro- 
tection in a good casualty company, 
and place upon it the burden of de- 
fending him in case a customer or 
other visitor or infant came upon his 
premises and was injured, and 
brought claims for damages; which 
would also make it incumbent upon 
the insurance company to pay any 
claim which might be settled in or out 
of court. I would want to know 
whether the merchant had what in- 
surance people call “high limits” on 
his liability policy. In other words, 
whether his limits were enough to 
pay the big verdicts which are given 
to some claimants. I would want to 
make sure that if in addition to pub- 
lic liability on the store and premises, 
he carried public liability insurance on 
the elevators, escalators, sidewalk ele- 


vators, and all contractual liability that 
he might have, such as side-track agree- 
ments, hold-harmless agreements, etc. 
—(compensation and employers _lia- 
bility). 

Seventh—If he had the proper cov- 
erage on his delivery trucks and cars, 
proper limits as to liability and property 
damage, and also if he had non-owner- 
ship coverage. 

Eighth—If the merchant employed 
salesmen or other representatives who 
use their own cars in business. If so, 
I would insist upon proper liability and 
property damage there also, because 
people injured by such cars can and do 
sue the firm in whose interests the cars 
are being used as well as the actual 
owner. Non-ownership coverage takes 
care of some of the employees who may, 
with or without the knowledge of the 
merchant, use their own cars while 
about his business. But I feel that in 
the case of salesmen and those em- 
ployees who use their own cars with 
the knowledge of the merchant while 
conducting his business, they should 
have a broader coverage. 

Ninth—If, in case the business were 
owned by a co-partnership or corpo- 
ration in which a few men were domi- 
nant, and I might say even if a great 
many—that they owned business life 
insurance to stabilize their credit and 
tide them over after the death of an 





important member of the firm or corpo- 
ration. 

Tenth—If the merchant carried 
plate glass insurance, in case he de- 
pended very heavily for his success 
upon his location and his show-win- 
dows. I should feel certain that the 
boarding up of his windows might turn 
profit into loss until the glass could be 
replaced, and that an insurance com- 
pany could get the glass in much more 
quickly than could any individual mer- 
chant. 

Eleventh—If he were protected 
against the dishonesty of trusted em- 
ployees by adequate fidelity bonds, and 
depositors’ forgery bond to protect him 
for checks issued. 

Twelfth—If he had proper burglary 
insurance on his safes or his vault, and 
also if he had robbery insurance to pro- 
tect him against the daylight bandits 
who might step up to his cashier’s cage 
at any time. Also I should want to 
know if he carried outside hold-up in- 
surance to protect his payroll and de- 
posits while going to and from the 
bank. 

Thirteenth—If life, accident and 
sickness insurance were provided for 
employees through group or whole- 
sale contracts, in case the establish- 
ment employed a dozen or more work- 
ers. Knowledge that a merchant car- 
ried such insurance would give me the 
feeling that there was cooperation be- 
tween employer and employees, and 
such cooperation contributed greatly 
toward success in business. 


WILLIAM H. HILLYER, Vice-President, 
James Talcott, Inc., writes about 


Factoring accounts receivable 


recent issue of this magazine ex- 
pressing widely variant opinions on 
the selling of accounts receivable. 
While both are agreed that this method 
of financing has its advantages, one 
article deprecates to some extent the 
secrecy attached to selling receivables 
on a non-notification basis, and the 
other is frankly a defense of this pro- 
cedure by a finance company actively 
engaged in the purchase of accounts. 
Inasmuch as opinions have been in- 
vited, I am entering this discussion, ap- 
proaching the question from the stand- 
point of the factor, who is also engaged 


ay articles have appeared in a 
wu 


in the business of purchasing accounts 
receivable. But at this point the simi- 
larity between factor and finance com- 
pany disappears; for the factor pur- 
chases such receivables outright, with- 
out recourse to his client, and on a 
notification basis. All invoices state 
clearly that they have been sold to the 
factor and are payable to him. This 
procedure is predicated upon the fac- 
tor’s investigation of such credits and 
the assumption of credit risk. This is 
sometimes called validation of credits, 
and is in sharp contrast with the usual 
finance company procedure. 

Both methods—that of the factor 
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and that of the finance company—have 
their advantages, each in its particular 
sphere of action. It is not my purpose 
here to advocate the one to the exclu- 
sion of the other, but merely to point 
out that the element of secrecy, which 
is sometimes used as a basis of criticism 
against the operations of the finance 
company, is lacking in the standard 
procedure of the modern factor. 

The practice of the finance company 
in purchasing receivables on a non- 
notification basis is used by the factor 
only in those cases where the nature 
of the trade sold precludes direct col- 
lections by the factor. This holds true 
in certain semi-retail lines. 

What benefits accrue to the manu- 
facturer selling his accounts receivable 
to the factor? In the first place, his 
financial standing is bettered, and he 
is made a doubly strong credit risk. 
The item marked “accounts receivable” 
in his balance sheet, which often con- 
tains some doubtful invoices, is now 
converted into cash. It should be noted 
that this is achieved through the utili- 
zation of the manufacturer’s own as- 
sets. He is now virtually on a cash 
basis, as the factor is prepared to ad- 
vance up to 90% on the face value of 
these receivables, 

The manufacturer now has a revolv- 
ing fund of working capital, automatic- 
ally renewing itself through the sale of 
his receivables as fast as they are 
created. 

A factoring relationship frees the 
manufacturer from the most hazardous 
and difficult elements in his business— 
credit losses and maintenance of ade- 
quate working capital. He is thus en- 
abled to devote his time to his proper 
job; that of producing and selling his 
product. 

The notification feature of a factor- 
ing relationship not only does away 
with secrecy, but proclaims the fact 
that the manufacturer now has what 
might be calied a “silent” partner in 
the finer sense of the word. The fac- 
tor, by the nature of-his services, pro- 
vides an element of stability and con- 
tinuity to the operation of a business 
which is so vital in these times. ‘The 
manufacturer’s customers and suppliers 
are assured that they are doing busi- 
ness with a concern that is stable and 
credit-worthy. Thus it is seen that 
the influence of the factor is not con- 
fined merely to his immediate interest, 
but extends to his client’s customers 
and suppliers as well. 


Save Profits 
With Credit Interchange 






















Near Wenatchee, Wash. 


Roads may be ever so well built, drivers may be ever so 
careful, yet guard rail protects thousands of miles of 
highway. It may exist for years without even being scraped 
by a fender, yet who would dream of not having it? 








The conscientious credit manager leaves no stone 
unturned in appraising the credit of new customers and the 
status of old customers. Closely and constantly he studies 
and reviews ratings, records, Interchange reports — yet 
credit losses inevitably occur. 


American Credit Insurance 


serves as a “guard rail’ to absorb the shock of unexpected 
credit losses. It makes assurance doubly sure and does it 
economically. 


American credit policies cover all accounts, special 
groups, non-rated debtors, sales made by branches or 
subsidiaries. Ask us for further information. 


American Credit Indemnity Co. 


OF NEW YORK _ J. F. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 






GET THIS FREE BOOK . . 
“The Best Collection Letter J Eur Us 


Facsimiles of thirty vital, resultful letters contributed by Manufacturers and 
Jobbers. Cash in on their experience. Ask for free book: “‘The Best Collection 
Letter I Ever Used.” 


Copyright 1988, American Credit Indemnity Co. of N.Y. W131 


When writing to advertisers please mention Credit & Financial Management 
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JOEL H. ROACHE, Louisville, Ky., expresses his views on the 
discussion in the March issue by O. G. H. Rasch 
i es ae under the title— 


Time sales are not a business villain 


First, let me say that I am a sin- 
= cere believer in the installment 
i selling system for the distribution 
of solid merchandise which, at all 
times, has a repossession value equal to 
or greater than the balance due, and 
where the following rules are strictly 
observed : 

(1) The decision of the credit de- 
partment must be final; that is, no per- 
suasive sales manager, and aren’t they 
persuasive, should be allowed to over- 
ride the “No” of the credit manager. 

(2) An adequate down payment 
must be required. 

The Bureau of Insurance and Bank- 
ing of Virginia recommended the fol- 
lowing schedule of installment terms: 


Item Minimum Down Payment 


Conservative 


New Automobiles .... 3314% 
Current Models, Used 3344% 
Older Models, Used... 40 % 
Radios & Phonographs 20 % 


Yet, I observed in today’s evening 
newspaper an advertisement of an auto- 
mobile dealer stating terms: “$10.00 
DOWN, ONE YEAR OR MORE 
TO PAY THE BALANCE.” This 
advertisement listed cars ranging in 
value from $125.00 to $550.00. 
Another full page advertisement is de- 
voted to a nationally known chain or- 
ganization, selling jewelry, radios and 
phonographs. Their statement is: “IF 
YOU WANT IT, 50c WILL PUT 
IT IN YOUR HOME.” The articles 
shown ranged in value from $2.50 to 
$250.00. 

(3) That there be a rigorous credit 
investigation of each application with 
two questions to be considered and an- 
swered in the affirmative: (a) Can he 
meet his installments easily, and (b) 
can he afford to lose the money if 
“Something happens,” and he is unable 
to meet his payments? 

Yes, Mr. Rasch, I believe that the 
installment sellers should appoint them- 
selves “Their brother’s keeper,” not 


only for their own protection, but for 
the protection of installment selling 
itself. It WOULD decrease your 
sales, wouldn’t it? But you state that 
the idea of installment selling is profit 
for all, the buyers’ profit being in the 
form of ‘‘Pleasure, convenience, the ex- 
tra things that make life worthwhile.” 
An admirable concept indeed! If you 
and the advocates of the installment 
selling system are sincere, it is your 
sacred and solemn duty to take such 
steps as will prevent the “Taking of a 
loss” by your customers. A loss in the 
form of embarrassment, actual depriva- 
tion, and misery. The installment sell- 
ers evidently, have not as yet realized 
the divine objective of their work, be- 


Minimum Number Months 
Extreme Conservative Extreme 
25 % 12 Mo. 24 Mo. 
30 % —— SS 
3314% a _ 
10 % — 7 


cause they have failed and are failing 
to prevent these losses. Concrete ex- 
amples abound in piteous plentitude in 
the case record file of every social work- 
er in the country. 

You compare the carrying charges of 
installment selling with insurance 
premiums. The two are not at all com- 
parable. In the one case, the assured 
is paying a premium for protection 
against the risk of loss by fire, accident, 
death, or other hazard. In the other 
case the risk is paying the premium for 
the assured,—an uncommonly high 
premium, too. The reserve for bad 
debts set up by business houses operat- 
ing on 30 day terms is seldom more 
than one-half of one per cent. The 
carrying charge in installment selling 
usually is a percentage of the balance 
owing after down payment of several 
times this amount. 

You recommend leniency with, and 
kind treatment of, persons who find 
themselves unable to meet their obli- 
gations at maturity. How long would 


your credit manager last if he pursued 
this policy of benevolence? 

You make a rather naive reference 
to our foreign debtors. If the existence 
of the United States depended upon the 
collection of these debts, as the existence 
of any business depends upon the collec- 
tion of its accounts receivable, you can 
bet your bottom dollar that Uncle Sam 
would immediately become the best col- 
lector the world has ever seen. These 
payments would be made,—Promptly ! 

You contend: “The American peo- 
ple started off in debt and have been 
in debt ever since.” Each one of the 
thirteen original colonies were profit 
seeking enterprises, originated by stay- 
at-home bankers, who would first ob- 
tain land grants and trade monopolies 
from the crown, and then send forth 
paid agents to colonize and develop this 
potential source of revenue. As, one 
by one, these various projects proved 
unprofitable, they were deserted by the 
bankers and left to their own devices. 
Thus the colonists can hardly be class- 
ed as debtors. First, they were paid 
employees of moneyed interests in Eng- 
land; then they were fired and became 
independent agents; self reliant, self 
supporting, and self financing. 

You imply that installment selling, 
as we know it today, was fathered and 
recommended by the Government. I 
can see no similarity between the pur- 
chase of a Liberty Bond wherein a cash 
equity is built up by each deposit, and 
the purchase of an hundred dollar fur 
coat for 50c a week. 

Comparison of the mortgaging by the 
Federal Government of its future in- 
come with the mortgaging by an indi- 
vidual of his income, is absurd, when 
the factors of length of productive exist- 
ence and certainty of income are con- 
sidered. Our nation, we all hope and 
believe, will continue existence as a 
nation to the end of time. The end 
of the individual is certain and ever 
approaching,—a few years, a few days, 
perhaps only a few hours. And, for as 
long as our.nation (Cont. om page 34) 
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(Cont. from p. 17) also assume some sort 
of financial responsibility toward the 
paper, in case of default on the part of 
the buyer. 

If the selling company deals directly 
with the industrial consumer, the fi- 
nance company will deal directly with 
the factory. If dealers are utilized by 
the selling company, the finance com- 
pany will deal with them, after a sat- 
isfactory agreement with the factory 
has been worked out. 

The finance companies, specializing 
in this installment work, claim superior 
facilities and experience for rendering 
efficient service. This claim seems to 
be well substantiated by the satisfaction 
of companies dealing with them, with 
the possible exception of complaints of 
customer alienation due to strenuous 
collection methods by a third party. 
The finance company also assists the 
seller by relieving his bank credit lines 
and the load of his receivables. A stand- 
ard feature of the finance company con- 
tract has been the 10% or more reserve 
which is deducted from its remittance 
to the seller to provide for possible 
contingencies, and which is repaid when 
the obligation is paid in full.15 

The installment credit practice of 
two large companies has been analyzed 
in connection with this study, in order 
to give a factual supplement to some of 
the theoretical matter which has gone 
before. 

Company “A” is one of the largest 
manufacturers of commercial refriger- 
ating equipment, selling display and 
storage cases, coolers, shelving and allied 
products. The company is equipped 
completely to outfit a modern food 
market, and it sells directly to the 
dealer in some parts of the country, or 
through distributors. 

An official of this company who was 
interviewed, stated that in this particu- 
lar business, installment credit was ab- 
solutely necessary. The company, in 
his opinion, could not exist without the 
plan. ‘They have used some sort of 
installment plan for the past twenty 
years, and at present do from 75% to 
80% of their business on a payment 
plan, the balance being on a cash basis. 

The average installment sale runs 


-—_. 


° Lewis, H. B., “Instalment Selling of Indus- 
trial Equipment,” American Management A so- 
ciation, New York, 1931. 


around $500 to $1000, with a mini- 
mum sale of around $200, and maxi- 
mum sales of around $20,000. The 
company has a detailed planning and 
analysis service which determines defi- 
nitely and carefully the dealers’ needs 
before the transaction is closed. Their 
service in the planning of store layout 
and arrangement, and careful merchan- 
dising advice after the equipment is in- 
stalled, has resulted in very little re- 
possession and credit loss, the latter 
being between 1% and 2% of sales. 

Company “A” requires a down-pay- 
ment of from 1214% to 20% depend- 
ing on the type of equipment pur- 
chased. The balance is spread out in 
equal monthly installments over a pe- 
riod of 24 to 36 months, depending on 
the amount of the purchase. 

This company is lenient in the treat- 
ment of delinquents, if the prospects 
and intentions of the customer are 
good. ‘The company refinances the 
purchase if necessary, and allows from 
four to five months additional if the cus- 
tomer is worthy. A chattel mortgage 
safeguards the property for the com- 
pany. 

Company ‘‘A” allows the customer to 
decide whether his paper is to be turned 
over to a finance company, or held by 
the company itself. As a result the 
company holds about 10% of the out- 
standing paper, with the balance 
handled by one of the large finance or- 
ganizations. According to the official 
interviewed, the dealings with the fi- 
nance company have been very satis- 
factory, with no trouble in the collec- 
tion of the amounts due, or in the 
alienation of customers. Part of this 
success may be due to the fact that the 
company handles the highest price 
equipment in the field, and as a result, 
obtains somewhat superior dealer risks. 

The chief difficulty in the operation 
of the plan is the length of time which 
the finance (Continued on page 34) 


Which? If after the loss 
you could have your 
choice of the best in- 
surance or the cheap- 


est - which would you 
take? 


SINCE 1854 


pO Smee eESe 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 


Cash Capital 


- $6,000,000.00 
Surplus to Policyholders, 


$44,807,872.44 





We’ve saved hundreds of dollars 
since we began to control 
our installment accounts 


ct 





Six proved ways 
your retailer customers 
can cut bad debt losses 


Free book tells risks in lax installment 
selling and how to reduce them 


If the installment credit methods of your retailer 
customers are lax, many of their accounts will 
have to be written off or repossessed. Analysis of 
10,000 accounts shows the odds against them in 
lax installment selling run from 2 to 1 to as high 
as 12 to 1! 
What the retailer should do 

Your retailer customers can reduce these risks and 
cut their bad debt losses by following six simple 
steps. These steps are fully explained in the bee 
44-page booklet, ‘Controlled Installment Cred- 
it,"’ written by the well known credit authority, 
Dr. Clyde W. Phelps. You will render your cus- 
tomers a service by giving them. this helpful 
booklet. 

In his new work Dr. Phelps shows clearly and 
definitely how to apply to any business the prin- 
ciples observed by all retailers doing outstand- 
ingly successful jobs of deferred payment mer- 
chandising. Subjects covered include: how to 
select customers, how to establish sound terms, 
when follow-ups should be made, when delin- 
quents should be suspended and when they should 
be helped, when the dealer must act decisively to 
prevent serious losses. Experience has proved 
many times that application of these six basic 
principles of controlled installment selling greatly 
reduces bad debt losses and increases profits. 


Coupon brings free copy 
Copies of ‘‘Controlled Installment Credit’’ for 
distribution to your customers will be supplied 
for mailing cost only. The booklet is published 
by Household Finance as a contribution to better 
credit methods. Why don’t you mail the coupon 
below for a free sample copy now? 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 
‘Doctor of Family Finances” 


. one of America's leading family finance 
organizations, with 233 branches in 150 cities 
1878 * 20 the Gazicen Family * 1938 
ft me em 

HOUSEHOLD FINANCE CORPORATION 
Dept. CFM-G, 919 N. Michigan Ave., Chicago, Il. 


Please mail me free copy of “Controlled Installment 
Credit.’’ This request places me under no obligation. 


When writing to advertisers please mention Credit & Financial Management 

































































































































































































































Business 
u Cycle Problems 





(Cont. from p.21) inclusive, all businesses 
paid out for materials, wages, taxes, 
and interest and dividends $24,367,- 
000,000 more than was taken in. Ob- 
viously such a condition cannot con- 
tinue and the trend must be stopped 
and reversed or we shall have national 
bankruptcy. 

In addition to statement and re- 
statement of general truths as to econo- 
mics and business, there are specific 
facts that can be stated by individual 
businesses. For example, financial re- 
ports can be presented in such a form 
and with such explanations that they 
can be understood by employees and 
the public. You can show the propor- 
tion of the sales dollar that goes for 
materials and other purchases, for 
wages and salaries, for taxes, for in- 
terest, and the balance remaining and 
what percentage of return it is on the 
capital invested. 

There has been altogether too much 
loose talk about the shortcomings of 
business and the breakdown of the eco- 
nomic system of free individual enter- 
prise. I am satisfied that our troubles 
have resulted from too much rather 
than too little governmental interfer- 
ence. Proof of that contention would 
require more space than I have avail- 
able, and I can now merely call your 
attention to the fact that each govern- 
mental interference throws business 
out of balance, and that the resulting 
bad situation seems to require more in- 
terference. In reality the correction 
of bad situations will be made by na- 
tural economic forces if they are 
allowed to act without interference. 

We must, therefore, do everything 
we can to prevent the public from being 
misled by demagogues who attempt to 
set one class of citizen against another. 
Confidence and cooperation are neces- 
sary for maximum use of capital and 
labor in the production and distribu- 
tion of desirable things. Restrictions 
of the profits of capital or of the pro- 
ductivity of labor reduce the general 
standard of living. Better conditions 
can come only as there are more desir- 
able things produced and therefore 
more to divide. 
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Almost as many persons filed non- 
taxable as taxable income tax returns 


in 1938. 


History of 
v Trade Acceptance 


(Cont. from p. 14) plan, but then a credit 
man’s life is just like that. 

During the last five years we have 
used about three hundred Trade Ac- 
ceptances a year. These Trade Accept- 
ances range in size from $50 to $1500 
and of course, represent a very small 
amount of the business transacted, but 
they represent business that might have 
been lost or might have been difficult 
to collect if we had either insisted on 
C. O. D. terms or if we had granted 
the usual open-account accommodations. 
During these last five years, we have 
had only one Trade Acceptance that 
was left unpaid.~ It was charged back 
to us. Our customer’s failure to meet 
this Trade Acceptance was due to the 
fact that the customer’s bank had been 
closed between the date that the Trade 
Acceptance was accepted and the due 
date of the paper. (We collected this 
balance at a later date.) In half a 
dozen instances, we have extended the 
due date on the Trade Acceptance 
from ten to thirty days. This record 
is not remarkable and I am sure that 
many of you have established records 
that would better mine. 

I believe that my experience, to- 
gether with the information I have been 
able to gather regarding the experience 
of other business houses, proves that 
while the Trade Acceptance may not 
generally be acceptable in every indus- 
try, there is a definite place for it in 
our credit structure. It can be used 
to great advantage with certain slow 
but good accounts . . . customers who 
are commercially anaemic because the 
red blood of business—cash—does not 
flow through their systems with suffi- 
cient regularity. 

The recipe for using the Trade Ac- 
ceptance is very much the same as the 
famous recipe for baking a rabbit-pie: 
First you have to catch the rabbit, and, 
likewise, you first must get the Trade 
Acceptance signed by your customer 
before you can start doing business on 
an acceptance basis. 

Almost complete victory over radio 
static, one of aviation’s most stubborn 
enemies, has been announced by the 
Bureau of Air Commerce. 


Due to simple arithmetical errors in 
computing income tax returns 152,366 
taxpayers last year paid the Federal 
Government $22,675, 575.00 too much. 
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Remarkable savings in Insur- 
ance costs are often provided 
by Employers Mutual to Work- 
men's Compensation policy- 
holders who cooperate in 
safety practices. Such savings 
are in addition to the yearly 
dividend, which already 
amounts to millions of dollars. 
Investigate the economy of 
Employers Mutual Insurance! 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
* 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


Jest at insurance and you 
make a joke of your busi- 
ness acumen. The only man 
who can afford to smile is 
the one who knows he is 
properly protected. 


SINCE 1859 


TRUM S 


Fire E Marine /njurance @mpany 
PROVIDENCE. RL. 

° $1,000,000.00 
$5,434,071.36 


Cash Capital, 
Surplus to Policyholders, 





One day you may develope 
a keen appreciation for in- 
surance and be glad then 
you listened to our agent. 
Let us introduce him. 
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INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
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“Write your 


Congressman” 


Constantly the cry is raised: ‘Write 
your Congressman!” or “Write your 
Legislative Representative!” The idea 
is fine, for your governmental repre- 
sentative, whoever he may be, does 
want to know what you think about 
important public questions, says ‘‘Bank- 
er and Tradesman.” 

But, remember this: If your letter or 
your telegram is simply a blast of vi- 
tuperation, or a blast of rabid partisan- 
ship, it doesn’t help your representative 
at all, for he is probably receiving just 
as preemptory messages of the same 
type, on the other side of the question. 
Write your representative construc- 
tively. Write briefly and in such a 
manner that he will know that you 
have arrived at your conclusions by 
logical reasoning. 

Affairs need a lot of “sorting out” 
nowadays, and you can help your rep- 
resentative a great deal in this sorting 
out process if you put thought instead 
of mere bias into your messages to him. 
And don’t forget this:—it is a grand, 
good plan to keep your representative 
informed as to just how you do feel 
on public matters. He is subjected, in 
Congress or legislature, to all sorts of 
political, party and group pressure, but 
he is there to represent you. Back him 
up with your ideas and opinions, but 
make them logical. 


@ 


“Out of business”—what a tragic 
line it is! Think of the years of 
wasted toil, of blasted hopes, the 
thwarted ambitions of those retail- 
ers who fall by the wayside each 
year. Look into these failures and 
in most cases you will find the 
underlying cause to be bad credits. 
—Credit World. 


You back your sales efforts 
with complete facilities. You 
know your business. You'd 
give us advice if we asked 
for it. We’ll do the same for 
you. May we? 


Conneoclitul 
FIRE INSURANCE CO. 


OF HARTFORD, CONNECTICUT 
Cash Capital, 
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ee J believe that when I make a sale I must make a friend. And I 
believe that when I part witha man I must do it in such away 
that when he sees me again, he will be glad—and so will I. 99 


—E.sert Hussarp 


Portrait 


of the Insurance Business 


Waar does the Insurance Business look like? Well, 
here’s what it looks like to thousands of people the 
length and breadth of the land—a capable man who 


knows Insurance and whose word folks can depend on 
without qualification. 


To his customers and prospects, the Agent is the 
Insurance Industry. Policy-holders rarely see “The 
Company” behind their policies. They find it good busi- 
ness to trust the Agent and go back to him for sound 
advice and protection. 


Consult your Agent or Broker as you would 


your Doctor or Lawyer 


U.S. F. & G. 


United States Fidelity & Guaranty Company 
with which is affiliated 
Fidelity & Guaranty Fire Corporation 


HOME OFFICES: BALTIMORE 
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This month's collectors: 


Submitted for the approval of our readers 


by VAL C. SCHMIDT, Credit Department 
Grand Rapids Cabinet Co., Grand Rapids, Mich. 





Dear Mr. Doe: 

If I were to meet you on the street and call to you, you would promptly stop so that we 
could exchange a few words, and if I asked you to send a check covering your open account 
of $9.50, you would probably tell me that you would do it just as soon as you got back to 
the office. 

Won’t you please consider this letter as a personal interview, and mail your check to us 
_ in the envelope enclosed in payment of the above mentioned account? 

a Yours very truly, 





by E. F. JOHNSON, 
United Motors Service, Inc., Detroit, Mich. 





Dear Sir: 

Letter writing at its best is a poor medium of self-expression. I would feel much better if 
we could see each other and talk about your contract. But since that is not possible, I hope 
you will make proper allowance for the awkward manner of presentation. The spirit which 
prompts this letter is none the less friendly or sincere. 

When we accepted your contract on December 3, 1936, covering the purchase of a 
1934 Sterling Sedan, we did so with a feeling of confidence. We still feel that confidence 
in your integrity but we can’t help but wonder about that trend toward increasing slowness 
in remitting the monthly installments ever since the first payment became due January 3. 

Of course, you did say something to our field man about not being entirely satisfied with 
the car but, if you will consider our position for a moment, I believe you will agree that it is 
hardly fair to withhold payment to us for that reason. Beyond that, our experience with 
Sound Motor Sales, the Dealer, indicates they have always been willing to satisfactorily ad- 
just justifiable complaints. Have you discussed the matter with them? 

Lack of any word from you can be misleading as to intent. We certainly wish to avoid 
any serious misunderstanding and it is with that thought in mind I am writing to ask that 
you send us your check now for that April 3d installment. This is important from your stand- 





point as well as ours, therefore, we hope you will act promptly. 


Thank you. 


Very truly yours, 





“From time to time you incorpo- 
ye in your monthly magazine, 
MM copies of collection letters which 
have brought good results,” Mr. 
A. W. Pfeiffer, Assistant Treasurer of 
the United Motors Service, Inc., De- 
troit, writes us in submitting Mr. 
Johnson’s letter. 

“With this in mind, I am taking the 
liberty of attaching a copy of letter 
written by Mr. E. F. Johnson, who 
happens to be my Assistant in the 
Credit Department. 


“It may be of interest to know that 
this letter brought Mr. Johnson a first 
prize in the form of a $100.00 check 
in a letter writing contest. 

“The letter was written in compe- 
tition with correspondents with from 
40 to 50 units of General Motors Cor- 
poration, including such as the Chevro- 
let, Buick, United Motors Service, etc. 

“T hardly need tell you how proud 
we are of Mr. Johnson as a result get- 
ter and a builder of good will in all 
our credit relationship throughout the 


country.” 

A great deal of collection letter writ- 
ing, however, can be obviated if proper 
care is taken in analysis of credit re- 
sponsibility. The most fundamental, 
up-to-date method ever devised for 
knowing just how worthy your credit 
applicant is as a risk has achieved 
foremost standing among credit execu- 
tives because it is based on the current 
record: The Credit Interchange System 
owned and operated by the National 
Association.of Credit Men. 
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The Washington, D. C., 


business privilege tax 


by GLENN SIMMON, 


Asst. Corporation Counsel, 
District of Columbia 


the District of Columbia Revenue 
Act of 1937, and for other pur- 
poses,” approved May 16, 1938, 
reenacts, in amended form, for the 
fiscal year ending June 30, 1939, Title 
VI of the District of Columbia Reve- 
nue Act of 1937. Although the pro- 
visions of the new title are substantially 
the same as those of the title as origi- 
nally enacted, with respect to persons 
having no place of business in the Dis- 
trict of Columbia there are two ma- 
terial changes, i. e., graduation of the 
rate of tax with respect to dealers in 
goods, wares and merchandise and ap- 
portionment and allocation of the gross 
receipts with respect to sources within 
and without the District. Further ref- 
erence will be made to these two 
amendments following a general dis- 
cussion of the provisions of the title. 
The provisions of the law are ap- 
plicable to all persons who engage in 
business in the District of Columbia. 
The term “person” includes any in- 
dividual, firm, copartnership, joint ad- 
venture, association, corporation (do- 
mestic or foreign) trust, estate, receiv- 
er or any other group or combination 
acting as a unit. The very compre- 
hensive definition of “business” in- 
cludes the carrying on or exercising for 
gain or economic benefit, either direct 
or indirect, any trade, business, protes- 
sion, vocation or commercial activity 
in any commerce whatsoever in the Dis- 
trict, but does not include labor or 
services rendered by any individual as 
an employee for wages, salary or com- 
mission. Although the term “‘commer- 
cial activity” has not been defined by 
the courts, its scope is broad and ap- 
parently includes any activity of a com- 
mercial nature. 
With respect to persons having no 
place of business in the District, the 


n Section 6 of the “Act to amend 
uu 


Corporation Counsel has ruled that 
either the solicitation of orders by an 
employee, agent, or other representa- 
tive or the delivery of goods into the 
District in the delivery equipment of 
the seller or on C.O.D. orders consti- 
tutes business as contemplated by said 
title; and the amount of business upon 
which the tax is to be measured is de- 
termined by the orders actually re- 
ceived as a direct result of such solici- 
tation or the goods so delivered. 

Generally, Title VI may be consid- 
ered in three parts: The first relating 
to the license; the second providing for 
filing of the return and the third pro- 
viding for payment of the tax. 

No person may engage in business 
in the District without a license. Per- 
sons having no office or place of busi- 
ness in the District who transact busi- 
ness through an employee, agent or 
other representative are required to ob- 
tain the license and each of such em- 
ployees or agents is required to carry 
either the license or a certificate from 
the Assessor that the license has been 
obtained. ‘The application for license 
should be accompanied by a request 
for the desired number of certificates 
which will be issued without charge. 
Failure of such employee or agent to 
carry and exhibit (when requested so 
to do by a member of the Metropoli- 
tan Police Department or a repre- 
sentative of the Assessor) such license 
or certificate, or the transacting of 
business for an unlicensed principal, 
may subject such employee or agent to 
a fine of $300 for each day such viola- 
tion continues. 

Application for license must be upon 
the form prescribed and furnished by 
the Assessor, and each application must 
be accompanied by a fee of $10; ex- 
cept no fee is required for the renewal 
of any license previously issued if ap- 
plication for such renewal is made be- 
fore midnight June 17, 1938, and the 
applicant shall certify under oath (1) 
that his gross receipts during the year 
immediately preceding the date of his 
application, if he was engaged in busi- 
ness during all of such period of time, 
were not more than $2,000, or (2) if 
he was engaged in business less than 
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an entire year prior to the date of such 
application that the gross receipts for 
such period divided by the number of 
days in which he was engaged in such 
business and multiplied by 365 were 
not more than $2,000. 


In the event of failure to apply for 
a renewal license on or before June 
17, 1938, an additional fee of $5 is 
required. If the business in the Dis- 
trict is carried on by or through an 
agent, both the principal and agent are 
required to obtain a license and the 
agent must carry or exhibit his own 
as well as the license or a certificate 
that his principal has obtained a license. 
Since employees are specifically ex- 
empted from the provisions of the title, 
they need only carry and exhibit the 
license or a certificate that their em- 
ployer has obtained a license. 

Paragraph (g) of Section 2 provides 
that no license shall be renewed if the 
taxpayer has failed or refused to pay 
any tax or installment thereof or penal- 
ties thereon imposed by the title, as 
originally enacted. Therefore, persons 
who engaged in business in the District 
prior to August 17, 1937 (effective 
date of the title as originally enacted) 
and continued in such business on and 
after that date and who for any rea- 
son failed to comply with the provisions 
of Title VI as originally enacted but 
who now desire to comply with the 
provisions of the original title and con- 
tinue in business in the District, should 
file immediately with the Assessor a re- 
port of gross receipts derived from busi- 
ness in the District during the taxable 
period (as provided in the original title 
and set forth below) and pay the tax 
(at the rate of two-fifths of one per 
cent on the gross receipts in excess of 
$2,000) thereon, together with penal- 
ties and interest. 

The receipts to be included in such 
delinquent return should be those de- 
rived from orders actually obtained in 
the District or goods delivered in the 
District in the delivery equipment of 
the seller or on C.O.D. orders (1) 
during the calendar year 1936, if the 
taxpayer was engaged in business in 
the District during the whole of such 
year, or (2) if he commenced business 
in the District after January 1, 1936, 
then the first year of such business 
(provided he was engaged in business 
for an entire year prior to August 17, 
1937), or (3) if the taxpayer was in 
business less than a full year prior to 
August 17, 1937, the gross receipts 
should be reported for the period he 
was so engaged prior to that date and 
the tax will be (Cont. on page 35) 








Installment 
v credit 





(Cont. from p. 29) company requires to 
approve the dealer, and make the credit 
investigation. However, they report 
little trouble in the actual acceptance 
of the paper because of the signature 
thereupon, with recourse to the com- 
pany. 

To summarize the experience of 
Company “A”, they feel that the in- 
stallment credit plan has been very suc- 
cessful, and that without its aid, their 
business could not have succeeded. 


Company “B” is a large manufac- 
turer of contractors’ equipment, cement 
mixers, and allied lines. It uses the in- 
stallment plan in the selling of almost 
all of its products, with the exception 
of parts. 


This company adopted the install- 
ment plan in order to meet trade con- 
ditions in the industry. In the opinion 
of the credit manager of this concern, 
installment credit is a competitive 
medium through which a large per- 
centage of industrial equipment is sold 
today. 


Company “B” has a sales volume of 
about $3,000,000, and of this figure, 
about 70% comes from sales on the in- 
stallment plan. The average sale runs 
around $2500, with a minimum sale of 
$300, and maximum sales running up 


to $30,000. 


This concern also makes a thorough- 
going analysis of the needs of the cus- 
tomer before making a sale. It sells 
directly to contractors, and in some 
cases, through distributors. The fi- 
nancing of the larger purchases is done 
directly by the company. Smaller 
amounts are financed by the distribu- 
tors. 


Company “B” requires a down-pay- 
ment of 25% cash, and then budgets 
the balance over the comparatively 
short periods of four months on the 
smaller items of equipment, and nine 
months on the large paving and truck 
cement mixers. 


When a customer defaults, this con- 
cern telegraphs at once, and if no 
answer is forthcoming, a field man is 
sent to call. A legitimate excuse for 
default is acceptable to the company, 
and a sixty day extension may be 
granted. However, if the delinquency 
still persists, replevin action is insti- 
tuted, under the conditional sale con- 
tract or chattel mortgage agreement 


which the company uses in the various 
states. 


This company is well satisfied with 
the success of the plan after having 
used it for the past ten years. The 
credit manager believes that the terms 
may be extended to twelve months in 
the near future, due to a trend in that 
direction noticeable in the industry. As 
the company expanded its line into 
heavy industrial equipment, the estab- 
lishment of the installment plan became 
an absolute necessity. 


In the past, this concern has held 
mostly its own paper. However, the 
credit manager has been well satisfied 
with the management of the paper 
which has been discounted with a fi- 
nance company, and he expects to dis- 
count more heavily with the finance 
company in the future, to relieve com- 
pany “B” of the heavy load of receiva- 
bles. The follow-up efforts of the fi- 
nance company have been very similar 
to those of the company itself, although 
the credit manager has noticed a ten- 
dency of the finance company to antago- 
nize customers in its collection methods. 


The biggest problem of the company 
comes in the seasons when the con- 
tractors are not operating, and thus re- 
quire extensions. The general conclu- 
sion which company “B” has reached in 
the operation of their plan is that in 
this field, it is impossible to sell equip- 
ment on any other basis, although some 
other sellers of similar goods may not 
be in complete agreement on this point. 

Installment credit, contrary to a 
general notion, is not confined to the 
sale of consumer goods. In fact, it is 
widely used in the sale of all sorts of 
industrial and commercial equipment. 
Theoretically, the extended use of in- 
stallment credit in the sale of machinery 
and equipment tends to overcome many 
of the disadvantages of the older meth- 
ods of financing such purchases. The 
installment credit plan provides an ex- 
cellent way to give industry the in- 
creased credit facilities that it needs, 
and evidence of the suitability of the 
plan for this purpose is shown by its 
rapidly increasing adoption in industry 
in recent years. ‘Those companies us- 
ing the plan at present believe it to be 
almost indispensable in the conduct of 
their business. Therefore, one may 
conclude that the installment credit 
plan, as applied to the mercantile field, 
has great potentialities, and affords 
many possibilities for executive study. 


English fire engines must obey traffic 
lights. 
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Time sales 
Vas villains 


(Cont. from p. 28) exists, she will have 
an income. The individual’s income is 
even more uncertain than the length 
of his existence. 


You speak of business operating on 
credit,—mortgaging its future income. 
No business that mortgages its entire 
operating profits on future income, 
could obtain credit or long continue. 
Yet you recommend that the individual 
put himself in exactly that position. 
What else is it when a man earning 
$165.00 a month, requiring $125.00 a 
month for the necessities and comforts 
of life for his family, is persuaded to 
purchase an automobile on a plan call- 
ing for payment of $30.00 a month for 
18 months; a refrigerator, on which he 
pays $5.00 a month; and a radio on 
which he pays $2.00 on the first and 
fifteenth of every month? 


Mr. Rasch, the principles of install- 
ment selling, as you state them, are 
Utopic. The successful application of 
these principles is a great and worthy 
task,—difficult and dangerous. A task 
for men pure in heart and of a deep 
wisdom. A task for men with an ab- 
solutely accurate picture of the future. 
In other words, such supermen as 
would be able to change human nature 
at will. 

Louisville, Kentucky. 
104 West Burnett Ave. 


‘*Beats the Dutch”’ 


“Stop eating like a paper maker,” is 
a frequent admonishment Dutch par- 
ents address to children who bolt their 
meals, according to a recent issue of 
“Paper Progress.” The expression is 
grounded in a point of Dutch etiquette 
common to the period when paper mill 
workers lived and ate with the mill 
owners. Good manners demanded 
that everyone at table quit eating when 
the master ceased. Numerous penny- 
pinching Dutch masters took advan- 
tage of the fact by having all food 
served steaming hot, then laying down 
their spoons before it more than par- 
tially cooled. Much gulping of over- 
ly-hot food, followed by copious con- 
sumption of beer and wine at local 
taverns, naturally followed the prac- 
tice. 
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The D. C. 
\ Privilege tax 


(Cont. from p. 33) measured by the gross 
receipts during such period divided by 
the number of days he was so engaged 
in business and multiplied by 365. Such 
persons demonstrating good faith in 
complying with the law need have no 
fear of criminal prosecution for failure 
to obtain a license or file a report of 
gross receipts within the time required 
by law. 

However, Section 9 of the title, as 
originally enacted, provides that any 
person failing to file a return within 
the time required by said title (on or 
before October 16, 1937) shall be sub- 
ject to a penalty of 10 per centum of 
the tax due plus 5 per centum of such 
tax for each month of delay or frac- 
tion thereof. And no official of the 
District of Columbia is vested with 
any authority to waive or compromise 
such penalties. Such taxes and penal- 
ties may be paid, without interest, with- 
in 10 days of the issuance of a bill. 

Any license issued under the title 
may be revoked for failure of the li- 
censee to file a return or corrected re- 
turn within the time required by the 
title as originally enacted or amended 
or to pay any installment of tax when 
due thereunder. 

In addition to obtaining the license, 
all persons engaged in business in the 
District prior to July 1, 1938, whose 
annual gross receipts derived therefrom 
were in excess of $2,000, are required 
to furnish the Assessor (on a form pre- 
scribed and adopted by the Assessor) 
during the month of July, 1938, a state- 
ment under oath showing such gross 
receipts for the calendar year 1937. 
If such person began business in the 
District after January 1, 1937, he 
should report his gross receipts for one 
year from the date when he became so 
engaged, or if he was not in business 
for an entire year prior to July 1, 1938, 
he should report the gross receipts for 
the period he was so engaged prior to 
that date. 

Failure to file the return during the 
month of July, or to file a corrected 
return within 20 days after same is re- 
quired by notice from the Assessor, will 
subject the person required to file such 
return to a penalty of 10 per centum 
of the tax due for the first month of 
delay, plus 5 per centum of such tax 
for each additional month of delay or 
fraction thereof. In addition, any per- 


son failing or refusing to file a return 
or corrected return, upon conviction 
thereof, may be subject to a fine of 
$300. And, each day that such failure 
or refusal continues shall constitute a 
separate and distinct offense. 

The tax to be paid under Title VI 
is measured upon the gross receipts in 
excess of $2,000 derived from business 
in the District during the calendar year 
1937. If the taxpayer was not engaged 
in business during the entire calendar 
year 1937 the tax is measured by his 
gross receipts during the period of one 
year from the date when he became so 
engaged ; and if such taxpayer was not 
engaged in business in the District for 
an entire year prior to July 1, 1938, 
then the tax imposed is measured by 
his gross receipts during the period in 
which he was so engaged divided by 
the number of days in such period and 
multiplied by 365. 

With respect to dealers in goods, 
wares and merchandise the tax is meas- 
ured upon the gross receipts in excess 
of $2,000 at the rates following: 
Where the spread or difference be- 
tween the cost of goods sold and the 
sale price does not exceed 3 per centum 
of the cost of goods sold, one-tenth of 
1 per centum of such dealers’ gross 
receipts; where such spread or differ- 
ence exceeds 3 but does not exceed 6 
per centum, two-tenths of 1 per centum 
of such dealers’ gross receipts; and 
where such spread or difference ex- 
ceeds 6 per centum but does not ex- 
ceed 9 per centum, three-tenths of | 
per centum of such dealers’ gross re- 
ceipts; and where such spread or dif- 
ference exceeds 9 per centum, four- 
tenths of 1 per centum of such dealers’ 
gross receipts. 

The cost of such goods, wares and 
merchandise sold shall be determined 
after considering the inventories both 
at the beginning and at the end of the 
period covered by the return and pur- 
chases made during such period, and 
such inventories shall be valued at cost 
or market, whichever is lower, and 
shall be in agreement with the inven- 
tories as reflected by the books of such 
dealers. The cost of goods, wares and 
merchandise shall be the actual pur- 
chase price, including the prevailing 
freight rate to the dealer’s place of 
business. 

The burden of proving under which 
classification the tax payer shall be 
taxed is upon the taxpayer, and unless 
the taxpayer shall by proof satisfactory 
to the assessor show to the contrary, 
the spread or difference between the 
cost of goods, wares, and merchandise 


sold by the taxpayer and the selling 
price of such goods, wares, and mer- 
chandise shall be presumed to be in 
excess of 9 per centum of the cost of 
the goods, wares, and merchandise sold, 
and the taxpayer shall be taxed accord- 
ingly. All persons other than dealers 
in goods, wares and merchandise are 
required to pay a tax equal to four- 
tenths of 1 per centum of the gross re- 
ceipts in excess of $2,000 derived by 
such person from such business. 

Such taxes are due July 1, 1938, and 
may be paid, without penalty, to the 
Collector of Taxes of the District of 
Columbia in equal semi-annual install- 
ments in the months of October, 1938, 
and April, 1939. If either of said in- 
stallments shall not be paid within the 
month when same is due, said install- 
ment shall thereupon be in arrears and 
delinquent and there shall be added to 
said tax, and collected, a penalty of 1 
per centum per month upon the amount 
thereof for the period of such delin- 
quency. 

Title VI, as originally enacted, im- 
posed the tax of four-tenths of 1 per 
cent on the gross receipts of all persons 
engaged in business in the District of 
Columbia and contained no provision 
for apportionment or allocation of 
gross receipts where a part of the busi- 
ness was transacted without the Dis- 
trict. Thus, under the old law, a deal- 
er in goods, wares and merchandise, or 
any person, who transacted business in 
the District by or through an agent or 
employee or delivered goods into the 
District in his own delivery equipment 
or on C.O.D. orders, or engaged in 
any other commercial activity in the 
District was required to report the 
gross receipts derived from such com- 
mercial activity and pay the tax of 
four-tenths of 1 per cent measured by 
such gross receipts in excess of $2,000. 

Under the new title, for the fiscal 
year ending June 30, 1939, dealers in 
goods, wares and merchandise, whose 
spread or difference between the cost 
of goods sold and the sale price is not 
in excess of 9 per centum of the cost of 
goods sold, receive the more favorable 
rates mentioned above, and in addition, 
it is provided in Section 18 that the 
Commissioners of the District may pre- 
scribe rules and regulations for the 
proper apportionment and allocation of 
gross receipts with respect to sources 
within and without the District. Thus 
the tax to be paid for the ensuing fiscal 
year by persons having no office or place 
of business in the District will not be 
measured upon the entire gross receipts 
derived from business (Cont. on p. 37) 
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Are your 
records safe? 


values destroyed but not the good 

will value of a going business, 

which largely depends upon rec- 
ords, an article in “Hardware Age” 
points out. Without records, more- 
over, even the collection of fire insur- 
ance may be difficult, as there will be 
no evidence of the character and 
amount of the property destroyed. 

The first step in any program of 
protection is to make a careful survey 
of one’s records and determine their 
relative importance, the article con- 
tinues. Records should be segregated 
into those which are absolutely essen- 
tial, those of secondary importance 
which would not cripple the business 
if lost and those which have only 
temporary value. 

In the average office the expense 
of any maximum protection for all 
records may be prohibitive, but by 
proper segregation the records of 





* Fire insurance covers the physical 
hu 


major importance will usually be 
found to have only relatively small 
bulk and may be protected at reason- 
able cost. Obsolete and useless records 
should be removed, as they not only 
complicate the filing problem but pre- 
sent so much additional fuel in case 
of fire. 

Here are the important records that 
should be kept in fireproof safes, 
vaults or protected in some other ade- 
quate manner: 


(a) Inventory records, which show 
the amount and value of goods on 
hand at a specified time and which 
are among the basic records in insur- 
ance collection. 

(b) Invoices, which are also vital 
in insurance collection. Outgoing and 
incoming invoices show goods shipped 
and received since inventory was 
taken. They are needed to prove the 
amount and value of goods for which 
insurance is claimed. 

(c) Accounts receivable; just im- 
agine how hard this money would be 
to collect if there were no records. 

(d) Cancelled checks which form 
basic receipts. 

(e) Credit information. 

(f) Deeds, charters, contracts, etc. 


Duplication offers the simplest 
method of record protection. This plan 
is effective only when a rigid routine 
is followed for the filing of duplicate 
material, where the character of the 
records is such that the duplicates will 
be just as useful as the originals, and 
where the cost of making copies after 
a fire will not be prohibitive. 

The commonest method of record 
protection is the use of an insulated 
safe. Insulated safes are regularly 
available in one, two and four-hour 
fire ratings and have established a fine 
record for preserving their contents in 
case of fire. 

Ratings are based on tests by the 
Underwriters’ Laboratories. The Un- 
derwriters’ “A” label signifies that a 
safe has successfully protected paper 
from fire during four hours of intense 
heat, with a maximum of 2,000 de- 
grees and has also received a falling 
test. The “B” label refers to a two- 
hour test as well as the falling test. 
The label “T-20” certifies that the 
safe gives additional burglary protec- 
tion and entitles the owner to a 20% 
reduction in burglary insurance rates. 
Figures of one-half, three-fourths or 
one hour signify that amount of pro- 





tection built into a safe. 

The hardware dealer should be 
ware of ‘safes made twenty-five to fifty 
years ago which look substantial anc 
may possess some fire resistance. Their 
value, however, cannot be told from 
their appearance, and many a fire has 
shown the folly of trusting valuable 
records to safes of uncertain value. 
Modern safes are not only tested for 
fire resistance but are designed to 
withstand the falls and impacts due 
to the collapse of buildings. 

Vaults offer another method of 
record protection where large volumes 
of records must be safeguarded. They 
can be built for any desired degree of 
fire resistance. 

Insulated files and cabinets have an 
important place for situations where 
the probable fire exposure is slight. 
They should be used with a definite 
knowledge of the probable fire se- 
verity. But we should not make the 
mistake of putting a device with a 
half-hour fire rating in a location 
where a four-hour fire is possible. 
Ordinary insulated steel files furnish 
little or no fire protection for their 
contents, although like any steel fur- 
niture they are of value in reducing 
the amount of combustible material in 
the room. 

In one test conducted a few years 
ago it was shown that 43% of the 
firms experiencing severe fires did not 
resume business because they lost their 
accounts receivable and were unable 
to produce their inventory to effect 
satisfactory adjustment. 

After a fire every effort must be 
made to resume business as promptly 
as possible. New buildings must be 
erected and fixtures and stock must be 
replaced in order to put the business 
on its feet again as a going concern. 
This must be done quickly or there 
may be irreparable loss which no in- 
surance can cover. 

Our records must be protected. The 
cost of such protection is only slight 
compared to the losses that will ensue 
if these records are destroyed. 


Cottonseed oil has passed coconut oil 
as the principal ingredient in oleo- 
margarine made in the United States. 
Three-fifths of the raw material used 
in the manufacture of the product is 
now of American origin—“National 
Grocers Bulletin.” 
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The'D. C. 
\ Privilege tax 


(Continued from p. 35) in the District, 
but only upon a portion thereof repre- 
senting that part of the business trans- 
acted in the District. 

Rules for apportionment and alloca- 
tion of gross receipts are not included 
in the regulations promulgated by the 
Commissioners on June 10, 1938. 
However, all persons should report 
their entire gross receipts derived from 
any commercial activity in the District. 
If it is thought that any part of the 
business represented by such receipts 
was carried on without the District or 
that only a portion of such receipts re- 
sulted from and should be properly al- 
located to business in the District, the 
entire receipts should nevertheless be 
reported and there should be attached 
to the return a statement setting forth 
in detail the manner in which the tax- 
payer’s business in the District is con- 
ducted and the reasons supporting the 
contention for apportionment. Such 
statement will be considered a part of 
the return. 

Applications for license, forms for 
filing returns and copies of regulations 
for the administration and enforce- 
ment of Title VI may be obtained from 
the Administrator, Business Privilege 
Tax, District Building, Washington, 
D. C. And requests for further in- 
formation should be directed to that 
officer. 


Decline in 
lead poisoning 


One of the most encouraging signs 
of progress in industrial sanitation and 
public health is the marked decline 
which has taken place in the occur- 
rence of fatal lead poisoning in this 
and other countries. In the United 
States, the rate has declined from 2.5 
deaths per million population in 1900- 
1904 to 1.0 death per million in 1936, 
or 60 per cent. Similar downward 
trends are shown for a number of other 
countries. The decline in industrial 
lead poisoning in this country is large- 
ly the result of improvement in sani- 
tary conditions in factories, but is also 
due to the improved economic condi- 
tion of the workmen, who receive high- 
er wages, work shorter hours, and pre- 
ent a decidedly better type of physique 
han the workers of earlier years. 




















Insurance 1s 
Dollar Protection 
—buy it wisely 








OUR insurance policy means exactly 
what it says. It is dollar protection, care- 
fully specified in advance. 


Insurance coverage today is as complex as 
modern business itself. It must be. There- 
fore — let an experienced. agent buy it for 
you. Full coverage, true economy, no waste 
of premiums. And when a loss occurs, he 
is your representative. 


Insurance that minimizes the agent’s func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 





Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm — may save your 
business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


When writing to advertisers please mention Credit © Financial Management 
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LIFE 
INSURANCE 
AND 

CREDIT Ni 


Excerpt from an article by Charles H. 
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Smith, C. L. U. in “Credit and Finan- - 
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= 

re 

sis 

sti 

G 

“Let us assume that I do own life insurance — what v 
would this tell you about me. - 
1. That I was in good physical condition at the time , 


policies were granted me. 


2. That my reputation and financial standing at the ti 
time of taking the policies, were sufficiently satis- ; 
factory to permit the granting of insurance.” 


“In addition to the physical examination, all good 
insurance companies secure an inspection report 
upon the applicant.” 


For complete credit information do as the life com- ( 
panies do—get a credit report—and be sure to 
1 


SPECIFY 


HOOPER-HOLMES 
REPORTS 


THE HOOPER-HOLMES BUREAU, INC. 


When writing to advertisers please mention Credit © Financial Management 
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NEWS ABOUT CREDIT MATTERS 


A Section Devoted to Association Affairs 





Forms Close on 
20th of Month Before Issue 
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Save on Losses 
With Interchange 








Chandler 
Actis Signed 
by Roosevelt 


New Law is Climax 
To a Long Drive 





The Chandler Act, which was 
passed just before Congress ad- 
journed and was signed by 
President Roosevelt on Thurs- 
day, June 23, will simplify, 
speed up, and improve bank- 
ruptcy administration in many 
respects, according to an analy- 
sis prepared by Jacob I. Wein- 
stein of Aarons, Weinstein & 
Goldhaber, Philadelphia. Mr. 
Weinstein represents the Com- 
mercial Law League of America 
in the National Bankruptcy Con- 
ference, where he served on the 
drafting committee. 

Mr. Weinstein prepared the 
material for the new publica- 
tion which the National Asso- 
ciation of Credit Men will pub- 
lish later this month entitled 
“Analysis of the New Federal 
Bankruptcy Act.” The work on 
the bill covered a period of sev- 
eral years in which this Associ- 
ation collaborated with repre- 
sentatives of business, banking, 
legal, governmental and bank- 
ruptcy experts. 

The final passage of the bill 
culminates one of the greatest 
legislative accomplishments since 
the Association’s sponsoring of 
the original bankruptcy act in 

(Continued on page 44) 





Moulin 


Bosschart urges 
sales-mindedness 





Dan Bosschart brings a new 
type of leadership to the credit 
men. Primarily he is a sales 
manager with a broad experi- 


Bosschart’s Election 
IsClimaxtoN.A.C.M. 
43ra Credit Congress 


With welcome banners promi- 
nently displayed throughout the 
city, San Francisco greeted 1,500 
delegates to the 43rd Annual 
Credit Congress of the National 
Association of Credit Men dur- 
ing the week of June 5th. And 


ence, but at the same time he 
has practically grown up with 
the credit men because of his 
long interest and close associa- 
tion with the work. In his ac- 
ceptance speech he revealed his 
broad background, because Mr. 
(Continued on page 43) 








Better Business Expected 


In connection with the Credit 
Group Sessions at the 43rd An- 
nual Credit Congress, a survey 
of business conditions and pros- 
pects was made with the follow- 
ing results for the Credit Con- 
gress as a whole. 

The delegates reported that col- 
lections in the first five months 
of this year, compared with the 
first five months of last year, 
were averaging the same. 

Sales were reported as being 
on the average 12 per cent lower 
during the first five months of 

+ 


1938, compared with last year. 

Comparing May, 1938, with 
May, 1937, the general average 
as to collections was the same, 
but sales for May of this year 
averaged 10 per cent below sales 
during May, 1937. 

The average of the delegates’ 
opinions as to business prospects 
in the next three months indi- 
cated that they expect business 
generally to remain at present 
levels, with a five per cent rise, 
however, expected within the 
next six months. 


with their banners high the 
credit men concluded their ses- 
sions on Friday, June 10, after 
a week of fruitful deliberations 
with the news that the Senate 
had passed the Chandler Bank- 
ruptcy Bill. Word of the Sen- 
ate’s action reached the dele- 
gates just after the closing of 
the final session on Friday morn- 
ing, which featured the election 
of D. I. Bosschart, President of 
the Eng-Skell Company, of San 
Francisco, to the presidency of 
the National Association of 
Credit Men. 

Although the business sessions 
of the Credit Congress did not 
begin until Monday morning, 
there was considerable activity 
of an informal and social na- 
ure on Sunday coincidental with 
the arrival of delegates from 
outside points. 

The Credit Managers Associ- 
ation of Northern & Central 
California, which was host to 
the Credit Congress, did itself 
proud with its welcoming ar- 
rangements which were handled 
by the San Francisco Herd of 
the Royal Order of Zebras un- 
der the direction of “Lou” 
Miller and “Herb” Fletcher. 
Also active in the reception and 


(Continued on page 40) 








Analysis of Chandler Act to Be Published by N.A.C.M. 


On or about July 20 the Na- 
tional Association of Credit 
Men will publish a new book 
on the Bankruptcy Law of 1938 
(The Chandler Act). The text 
of this book has been prepared 
by Jacob I. Weinstein, of 
Aarons, Weinstein and Gold- 
haber, of Philadelphia. Mr. 
Weinstein, who is recognized as 
an authority on business law 
and especially the law of bank- 
Tuptcy, served as an active 
member of the drafting com- 
mittee of the National Bank- 
Tuptcy Conference and was 


thus in close touch with the 
work of revising the Law. 
The new book presents a sec- 
tion by section analysis of the 
Chandler Act, pointing out why 
the changes have been made 
and how these innovations will 
affect bankruptcy law procedure. 
A complete text of the Chandler 
Act is included thus making it 
a complete reference book on 
this important subject. 
Congressman Walter Chand- 
ler, sponsor of the new Bank- 
ruptcy Law, has written a spe- 
cial Foreword for the book. 


Preparation of this new book 
has been going on for several 
weeks. Last minute revisions to 
conform to the changes made 
by the Congressional Conferees 
were made and the text rushed 
to typesetting machines of one 
of the largest book manufactur- 
ing plants in the New York 
area. As the July issue goes 
to press, the book is being 
rushed through the processes of 
typesetting, page make-up and 
press work to the end that the 
book may be quickly available. 

The schedule now calls for 


first books to be delivered early 
during the third week in July. 
The book will have the same 
page size as the 1938 edition of 
Credit Manual of Commercial 
Laws and will have a similar 
binding. A special pre-publica- 
tion price, as announced on the 
back cover of this issue, has 
been made for N.A.C.M. mem- 
bers. The edition of this new 
book is limited, so members who 
find a need for such a book are 
urged to send their order to the 
Publications Department as soon 
as possible. 








Bosschart is 
Nat’l Prexy 


(Continued from page 39) 


activities on Sunday and dur- 
ing the week were the person- 
nel of the Oakland, Fresno, Sac- 
ramento and Stockton Herds. 


And to make the reception 
activities doubly complete, an 
active hostess committee under 
the direction of Mrs. D. I. Bos- 
schart and Mrs. F. W. Black 
cooperated with the Zebras and 
presented every woman in the 
arriving delegations with a car- 
nation. 

With enthusiasm at a high 
point following the opening 
band concert and song period, 
the Credit Congress was called 
to order at 10:30 Monday morn- 
ing by D. I. Bosschart, General 
Credit Congress Chairman, who 
then presented the gavel to Paul 
Fielden, National President. 
Following this the invocation 
was scheduled but here the first 
of many interesting and unusual 


events during the week oc- 
curred. 
Unable to find a _ parking 


space for his car outside the 
hotel, the Rt. Rev. Monsignor 
William P. Sullivan, Pastor, 
Church of The Holy Redeemer, 
was a few minutes late in reach- 
ing the platform. To keep the 
program running on schedule 
National President Fielden 
stepped forward and pro- 
nounced the invocation. Later 
in the week, following the clos- 
ing of the Credit Congress, Mr. 
Fielden received a silver cup 
with the inscription “Presented 
to Paul Fielden—Invocator,” 
at a special dinner tendered to 
him and the various committee 
chairmen by the Credit Man- 
agers Association of Northern 
and Central California. 
Greetings to the Credit Con- 
gress were presented for the 
State of California by the Hon. 
Frank F. Merriam, Governor of 
California; for the City of San 
Francisco by Dr. A. F. Geiger, 
and for the Credit Managers 
Association of Northern and 
Central California by Geo. A. 
Van Smith, its newly-elected 
president. Response to the 
greetings was presented by 
Past President Fred Roth and 
the morning session was brought 
to its close with a feature ad- 
dress by General Paul B. Ma- 
lone, U. S. A. retired, who 
talked on the subject: “To... 
Promote the General Welfare.” 
After the luncheon adjourn- 
ment, the afternoon session was 
called to order by President 
Fielden who then introduced 
Executive Manager, Henry H. 
Heimann. Mr. Heimann’s ad- 
dress, “Golden Gates,” was re- 


N.A.C.M. Leaders, 1938-39 | 


D. L. Bosschart, Pres. 
Eng-Skell Co. 

1035 Howard St., 
San Francisco, Calif. 


VICE-PRESIDENTS 
L. J. Bradford, Treas. 
The Lunkenheimer Co. 
P. O. Box 360, Annex Sta., 
Cincinnati, Ohio 


Osbon W. Bullen 
Credit Mar., 
Lever Bros. Co., 
Cambridge, Mass. 


Horace V. X. Wright, Pres. 
Tacoma Grocery Co., Inc. 
Tacoma, Wash. 


DIRECTORS 


1628-15th St., 
Denver, Colo. 


“W. A. Bruckheiser, Asst. Treas. 
Thos. Royal & Co., 

5800 N. 7th St., 

Philadelphia, Pa. 


J. I. Clemons, Cr. Mgr. 
The Texas Company 
1000 Alma S&St., 
Dallas, Texas 


*F. W. Edwards 
Bush-Krebs Co. 
408 W. Main St. 
Louisville, Ky. 


Holly & Cornwall 
Bellingham, Wash. 


*J. G. Holland 
Moore-Handley Hdwe. Co. 
25 S. 20th St. 
Birmingham, Ala. 


V. F. Hutchins 

General Elec. Supply Corp. 
2985 E. Jefferson Ave., 
Detroit, Mich. 


Chas. Johnston, Sec. & Treas. 
Williams & Company, Inc. 
$01 Pennsylvania Ave., 
Pittsburgh, Pa. 


J. A. McBrien 
Jordan Stevens Co. 
Minneapolis, Minn. 


H. W. Minchin, Vice-Pres. 

ReQua Electrical Supply Co., 
Inc. 

91-93 St. Paul St., 

Rochester, N. Y. 


*L. Motz 
Armour & Co. 
Sioux City, 
Iowa 


E. E. Ogren 


The Stanley Works 
New Britain; Conn. 


*C. H. Rison 
The Grinnell Co., Inc. 
Providence, R. L. 


Joseph Rubanow, Vice-Pres. 
Manufacturers Trust Co. 
681-8th Ave., 

New York, N. Y. 


L. E. Schroeder, Vice-Pres. 
Geo. E. Watson Co. 

164 W. Lake St. 
Chicago, Ill. 


R. S. Shannon 
Weyenberg Shoe Mig. Co. 
234 E, Reservoir Ave., 
Milwaukee, Wis. 


R. L. Simpson, Pres. 

C. T. Patterson Co., Inc. 
800 South Peters St, 
New Orleans, La. 


H. A. Smith, Sec. 

South Bend Lathe Works 
425 E. Madison St, 
South Bend, Ind. 


R. K. Sybert, Credit Mgr. 
Hage’s, Ltd. 

835 “K” &t. 

San Diego, Calif. 


B. R. Tritton 

General Credit Mgr. 
American Stove Company 
4301 Perkins Ave., 
Cleveland, Ohio 


*R. W. Watson 
Bank of America 
6th & Spring Sts., 
Los Angeles, Calif. 


Harvey L. Welch, Mgr. 
First National Bank 
Broadway & Locust St., 
St. Louis, Mo. 


*Chas. A. Wells 
Brittain Dry Goods Co. 
226 N. 4th St. 

St. Joseph, Mo. 





* Elected June, 1938. 





Syracuse ‘‘C’’ Men 
at Annual Outing 


Syracuse.—The annual Spring 
Outing of the Syracuse A. C. M. 
was scheduled at Hunter’s Club 
on Saturday, June 18th. The 
program included baseball, a 
balloon race, three-legged races, 
a golf pitching contest, songs, 
and a steak dinner. Arrange- 
ments were under the direction 
of Bill Bausinger, chairman of 
the Outing Committee. 


POSITION WANTED. — Credit 
man, eighteen years experience one 
rs » various branches, business: 
wholesale foods, dairy products, pro- 
visions, meats, canned and packa, ed 
foods. Will locate anywhere but 
prefer East. Age 35. References 
excellent. Salary moderate. Box 
No. 2, Credit & Financial Manage- 
—t, One Park Ave., New York, 





printed in part in the June is- 
sue of “Credit and Financial 
Management.” Greetings fro: 
the National Retail Credit As- 
sociation were presented by 
Frank Batty, Credit Manager, 
Hale Bros., San Francisco, and 
from the Canadian Credit Men's 
Trust Association, Ltd., by Stan- 
ley Crighton, Ex. Mgr. The 
second feature address on Mon- 
day afternoon was “Develop- 
ments in Agriculture,” by Dr. 
E. A. Stokdyk. This will be 
carried in a subsequent issue of 
this magazine. 

The Tuesday morning busi- 
ness session featured two ad- 
dresses besides the annual re- 
port of National President 
Fielden. Dr. Julean Arnold, 
U. S. Commercial Attache, 
Shanghai, China, discussed 
“American Business in China.” 

“American business in China 
is at the top of the list,” Dr. 
Arnold declared. “Business has 
gone on despite war outbreaks 
and the spirit of compromise 
and negotiation makes it easy 
to deal with the Chinese.” 

Dr. Paul F. Cadman, Presi- 
dent, American Research Foun- 
dation, in discussing “Sound 
Credit and Social Politics,” 
pointed out to the delegates that 
“again by natural process the 
attention of the American pub- 
lic is gradually being narrowed 
from the spectrum of promises 
to the focus of reality. If it is 
the intention of those in author- 
ity to socialize wealth, that de- 
sign cannot long be concealed. 
If there is any likelihood that 
the institution of private prop- 
erty and the profit motive are 
about to be supplanted by some 
form of collectivism, capital 
will do one of three things: It 
will run if it can; if it cannot 
run, it will hide; if it cannot 
hide, it will wait.” 

Between the Tuesday morn- 
ing and the Tuesday afternoon 
sessions the Annual Foreign 
Trade Luncheon sponsored by 
the Foreign Credit Interchange 
Bureau of the National Asso- 
ciation of Credit Men was held 
at the Sir Francis Drake Hotel. 
The feature address was made 
by Grosvenor M. Jones on “The 
Foreign Trade Outlook.” Mr. 
Jones is Chief of the Bureau of 
Foreign and Domestic Com- 
merce, Washington, D. C. Fol- 
lowing his talk the meeting was 
devoted to a practical discus- 
sion of current foreign credit, 
collection and exchange prob- 
lems. Cooperating with the 
Foreign Credit Interchange Bu- 
reau in the meeting were the 
following organizations: 

San Francisco C. of C. 

Oakland Foreign Trade and 
Harbor Club. 

Oakland C. of C. 

(Continued on page 43) 
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Credit Congress scenes: 1—Governor Merriam of Cali- 
forni: says “Welcome” on opening day. 2—President 
Fielden greets President-elect Bosschart at the closing session. 
Behind Mr. Bosschart are Past Presidents Pilsbury and 
Ross und Executive Manager Heimann. 3—Newly-elected 
Directors Wells, Bruckheiser, Watson and Andrews on the 


ee 


CREDIT and FINANCIAL MANAGEMENT 


eee 
es 
ee 
134 
Mie 
a 
— 


platform right after their election. 4—Presentation of silver 
gift to Mr. and Mrs. Fielden at closing session. Past 
Presidents Roth and Pilsbury in left background and Vice 
President-elect Wright at right. 5—Credit Congress Reso- 
lutions Committee ready to open the first of several sessions, 
pauses a moment for Keith Cole, official cameraman. 
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Credit Congress scenes: 1—General view of President’s 
Reception and Annual Ball on Monday night in the Palace 
Hotel’s Palm Court. 2—Annual Foreign Trade Luncheon 
on Tuesday noon attracted many delegates who discussed 
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foreign credit, collection and exchange problems and heard 
Grosvenor M. Jones on “The Foreign Trade Outlook” in 
the Sir Francis Drake Hotel’s Franciscan Room. 

All Photographs from Gabriel Moulin 
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(Continued from page 40) 

Pan American Trade Com- 
mittee. 

Pan American Society, Inc. 

Export Managers Club of the 


San Francisco Chamber of 
Commerce. 

Latin American Exporters As- 
sociation. 

Foreign Trade Association of 
the San Francisco Chamber of 
Commerce. 

Pacific Fresh Fruit Export As- 
sociation. 

Something novel as a feature 
for the National Credit Con- 
gress program occurred at the 
Tuesday afternoon session when 
a playlet in three acts, “As Thou- 
sand Eyes,” was presented. The 
subject of the play concerned 
Credit Interchange and it was 
followed by 15 minutes of ques- 
tions and answers. With the 
exception of two female parts 
played by Gertrude Tobin, of 
the San Francisco Wine Insti- 
tute, and Mary Griffin, of the 
Credit Managers Association of 
Northern and Central Cali- 
fornia, the cast was recruited 
from the San Francisco Federal 
Theatre Project. 

Favorable comments were 
unanimous following the pres- 
entation of this playlet and ex- 
pressions of the fine way in 
which the advantages of Credit 
Interchange had been presented 
were heard in all parts of the 
Credit Congress hall. 

The annual report of the ac- 
tivities of the National Asso- 
ciation of Credit Men. was then 
presented by Executive Manager 
Heimann. This will be pre- 
sented in “Credit and Financial 
Management” in August. The 
feature address at the Tuesday 
afternoon session was made by 
Howard Whipple, Vice Presi- 
dent, Bank of America, N.T. & 
$.A., who discussed “Some As- 
pects of the Banking Situation.” 
This will also be presented in 
full to our readers. 

Announcement of the Tregoe 
Essay Contest award and the 
annual membership awards by 
Past President Edward Pilsbury 
closed that session. 

On Wednesday the delegates 
telaxed aboard the steamer 
“Yerba Buena” which took them 
on a cruise of the San Francisco 
Bay region. Here they had the 
opportunity of getting close-up 
views of both the Golden Gate 
and the San Francisco-Oakland 
bridges, Alcatraz Island, the 
City of Oakland and beautiful 
San Pablo Bay. A feature of 
the trip was a two-hour stop 
at Treasure Island, the huge 
Man-made island in the center 
of San Francisco Bay on which 
the Golden Gate Exposition will 
be held in 1939. Luncheon was 
Served in the Administration 








Bosschart urges sales-mindedness 


(Continued from page 39) 
Bosschart wants his tenure in 
office to be one that will im- 
prove the lot of the credit man 
in his profession. 

“It is a great privilege and 
pleasure,” said Mr. Bosschart, 
“to be chosen head of this or- 
ganization with its 42 years of 
constructive work in the field of 
credit. I deem it an honor and 
want to thank you and bespeak 
your cooperation. I hope that 
every man in the association 
will get behind it so that when 
the year is over we can justly 
say that we have elevated the 
standing of credit men through- 
out the nation. We must grasp 
the tangible and _ intangible 
forces which our association af- 
fords us to improve the position 
of every man with the firm with 
which he is associated. 


Past Pres. Moore 
Talks at Peoria 


McBrian Elected President 





Peoria, Ill—Harrie G. Moore, 
past president of the National 
Association of Credit Men and 
world traveler and _ lecturer, 
who has just returned from a 
foreign cruise, addressed mem- 
bers of the Peoria association 
recently. 

Association members went to 
Mr. Moore’s home after a din- 
ner and business meeting at the 
Jefferson hotel. 

It was the last meeting of the 
season and new officers were 
installed as follows: William J. 
McBrian, Caterpillar Tractor 
Company, president; Theodore 
Gilchrist, Standard Oil Com- 


Building on Treasure Island 
and the preview of the grounds 
and buildings was enjoyed by 
the delegates. 

Thursday morning featured 
a short session before the dele- 
gates opened the Credit Group 
Sessions. At this session, Prof. 
Howard H. Preston, of the Uni- 
versity of Washington, Seattle, 
discussed the administration’s 
gold program and various na- 
tional and international aspects 
of the gold situation. His talk 
will be carried in a subsequent 
issue of this publication. The 
Credit Congress then adjourned 
for the 22 group sessions, all of 
which were well conducted and 
declared highly beneficial by 
the attending delegates. 

The Credit Congress drew to 
its close on Friday morning fol- 
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“We must be sales-minded 
and if I could only impress 
upon the membership the help 
that the national association can 
give them in their own individ- 
ual job, both as regards the im- 
portance of the position they 
occupy as well as the financial 
remuneration which they re- 
ceive, we shall accomplish a 
great deal. 

“You are members of a great 
profession and we must see that 
the credit manager receives the 
consideration to which he is en- 
titled. A good credit manager 
should be sales-minded. He 
should not crucify sales to make 
a good credit record and by the 
same token, he should not cruci- 
fy credits to make a good sales 
record. He should be part of a 
good team.” 


pany, vice-president; Harold 
Harsch, First National Bank, 
treasurer; John Claus, Oakford 
and Fahnestock, secretary; and 
Miss Edith Dunn, assistant sec- 
retary. 


Wendt to lead 
Richmond A.C.M. 


Richmond, Va. — J. Henry 
Wendt, credit manager for the 
Graybar Electric Co., was elect- 
ed president of the Richmond 
Association of Credit Men at 
its annual meeting. A. W. 
Burket was chosen vice-presi- 
dent and J. Norman Gibson sec- 
retary. Directors elected were 
W. A. Williams, W. T. Buck- 
ner, R. D. Clark, W. H. Cole- 
man, Mrs. Evelyn Divine, R. 
Page French, H. E. Gilliam, R. 
C. Hyde, H. Bright Keck, H. E. 


lowing a featured address by 
John L. McNab, Attorney-at- 
Law, whose subject was “Thun- 
ders from Constitutional Battle- 
fields.” His _ highly-polished 
oratory and his dramatized dis- 
cussion of constitutional crises 
in American history developed 
a full enthusiasm for the elec- 
tion of National officers and di- 
rectors which followed his talk. 

The acceptance address by 
incoming President Bosschart 
was followed by the singing of 
“Auld Lang Syne” as the Credit 
Congress adjourned. 


More Credit Congress 
pictures will 
be published in 
our August issue. 





Perry, H. L. Rogers and H. H. 
Wood. 

The business meeting fol- 
lowed an afternoon of golf and 
bridge. Gifts were presented 
W. T. Buckner, retiring presi- 
dent, and John P. Abernethy, 
former secretary-treasurer. 


A. H. Ahlers is 
Toledo President 


Cauley Succeeds Cole 





Toledo.—Election of officers 
and Executive Committee mem- 
bers featured the annual meet- 
ing of the Toledo A. C. M. 
The full slate follows: 

President, A. H. Ahlers, The 
Owens Illinois Glass Co.; first 
vice-president, H. K. Jorris, 
The Toledo Edison Co.; second 
vice-president, A. C. Keller, 
The Libbey-Owens-Ford Co.; 
third vice-president, A. J. Sod- 
ick, The Electric Auto Lite Co.; 
treasurer, W. F. Fox, The Na- 
tional Supply Company. 

The executive committee mem- 
bers are: N. S. House, The 
Hodes Zink Mfg. Co., Fremont, 
Ohio; A. L. Johnson, The Gross 


.Photo Supply Co.; H. C. Las- 


key, The Hixon Peterson Lum- 
ber Co.; J. G. Ketteman, The 
Kuhlman Builders Supply Com- 
pany; H. T. Rigg, The Wood- 
ville Lime Products Co.; W. E. 
Watson, The National Bank of 
Toledo; H. F. Page, The Gulf 
Refining Co.; A. G. Wuest, The 
Weis Mfg. Company, Monroe, 
Michigan.: 

The retiring president, A. G. 
Maxwell, announced the resig- 
nation of George B. Cole as 
Executive Manager and the ap- 
pointment of D. W. Cauley as 
Executive Manager and Secre- 
tary of the Association. George 
Cole will leave for California 
on an extended visit. His ad- 
dress will be Cardiff-by-the-Sea, 
California. 


Raymond named 
by Kalamazoo 


G. E. Raymond of the Upjohn 
Company was elected president 
of the Credit Association of 
Southwestern Michigan at a 
meeting of the board of direc- 
tors held at the Arcadia Brook 
grill. 

Other officers named were: 
Vice-president, T. J. Lyon, of 
the Kellogg Sales Company, 
Battle Creek; treasurer, R. D. 
DeLand, of Lee and Cady, Kal- 
amazoo, and secretary, G. H. 
Martin. 








Credit Women 
Are Active at 
43rd Congress 


When the Credit Women met 
at the 43rd Annual Credit Con- 
gress of the National Associa- 
tion of Credit Men in San Fran- 
cisco last month they were close 
to the scenes of a historic occa- 
sion in their career. In 1921 
their first meeting was held in 
San Francisco. It consisted of 
six members. Today there are 
1,389 Credit Women throughout 
the United States who are mem- 
bers of the Credit Women’s 
Groups. 

Among the many activities of 
the Credit Women, besides at- 
tendance at the various business 
and group sessions, were slated 
their annual meeting and break- 
fast at the Western Women’s 
Club at 7:45 Tuesday morning. 
On Wednesday evening the an- 
nual banquet for Credit Women 
was held at the Women’s City 
Club. 

The Credit Women’s Com- 
mittee in charge of activities at 
the 43rd Annual Credit Con- 
gress consisted of the following: 

Frances Corrigan, General 
Chairman, Tobacco By-Prod- 
ucts Company; Elsie Forsell, 
Co-Chairman, Kahn and Ke- 
ville; Virginia Kern, Co-Chair- 
man, Garfield and Company; 
Alma Buttlemann, John Hoey & 
Co.; Ruth Babbitt, Colyear Mo- 
tor Sales Co.; Frances Jeffries, 
Fibreboard Products Co.; Alyce 
Mitchel, National Association 
of Credit Men; Eleanor Wolf- 
enden, John A. Roeblings Sons; 
Alberta Morgan, Credit Man- 
agers Association of Northern 
and Central California; Hazel 
Bone, Cobbledick-Kibbe Glass 
Co.; Idelle McDaniel, American 
Chicle Co.; Gertrude Tobin, 
Wine Institute. 


Dygert heads 
Lansing ‘‘C’’ Men 


Lansing, Mich.—Elmo Dygert, 
comptroller and credit manager 
of the F. N. Arbaugh Co., was 
elected president of the Lansing 
Association of Credit Men at 
its annual meeting. 

Other new officers are: Vice- 
president, John Hay, Lansing 
National Bank, and treasurer, 
Walter Reck, Bank of Lansing. 

Directors are: Eugene Cooley, 
Michigan Supply Company; Otis 
Dean, Lansing Company, and 
R. V. DeBarry, The State Jour- 
nal. Holdover directors are 
Frank Baker, Wayne Otis and 
William Paterson. 





Fielden Wires Senators 
From San Francisco 


In connection with the suc- 
cessful culmination of several 
years’ efforts to have Congress 
pass a modernization of the 
Bankruptcy Act, it is interest- 
ing to note that unusually 
strong interest was evident 
throughout the San Francisco 
Credit Congress sessions as to 
the chance of the bill being 
passed by the Senate before 
Congressional adjournment. 

Accordingly at the request of 
hundreds of delegates, Presi- 
dent Paul Fielden sent tele- 
grams to Senator Joseph C. 
O’Mahoney, of Wyoming, and 
Senator Alben ‘W. Barkley, of 
Kentucky, urging the passage of 
the bill. A copy of the telegram 
Mr. Fielden sent follows: 


Credit Men representing 20,000 
business firms now in session 
express their appreciation of the 
splendid fight which you are 
making for Chandler bill. We 
urge that every effort be made 
to pass this meritorious legisla- 
tion which is so urgently needed 
for general public welfare. It 
would be deplorable if opposi- 
tion to any section would defeat 
entire bill, frustrate six years 
of study and effort by outstand- 
ing experts and business organi- 
zations, and perpetuate unsatis- 
factory conditions resulting from 
present bankruptcy law. 
PAuL FieLpen, President, 
National Ass’n of Credit Men. 





















A similar telegram was sent 
to Senator Barkley. Most of 
the group sessions on Thursday 
also developed telegrams and 
sent them to various members 
of the Senate, stressing the im- 
portance of the passage of the 
Chandler Bill. 


June 6, 1938. 
SENATOR JosEPH C. O’MAHOoNEY, 
United States Senator, 
Washington, D. C. 
2000 delegates to annual con- 
vention National Association of 


Chandler Act 
Is Signed By 
Roosevelt 


oe 


S. F. to be led 
by Van Smith 


San Francisco—George A. 
Van Smith, president of the An- 
glo-California Bank, was elect- 
ed president of the Credit Man- 
agers Association of Northern 
and Central California at the 
association’s annual meeting. 

E. M. Shapiro, credit man- 
ager of the California Packing 
Co., was made first vice-presi- 
dent, and D. N. Messer, credit 
manager of the Dohrmann Com- 
mercial Co., junior vice-presi- 
dent. J. F. Jensen, manager of 
the Golden State Co., and Otis 
H. Walker were re-elected 
treasurer and secretary-manager 
respectively. 

Directors chosen were L. A. 
Miller, The MacMillan Co.; 
A. I. Hermann, Union Lumber 
Co.; O. W. Layman, Union Ice 
Co. 


(Continued from p. 39) 1898. 

In developing the Chandler 
Act care was taken throughout 
to preserve the workable and 
satisfactory parts of the original 
act and to eliminate those por- 
tions which had become useless 
and inadequate. 

Under the able sponsorship 
and guidance of the Hon. Wal- 
ter Chandler of Tennessee, the 
bill passed the House of Repre- 
sentatives and reached the Sen- 
ate where it was delegated to 
a sub-committee of the Senate 
Judiciary Committee. This sub- 
committee was under the chair- 
manship of Joseph C. O’Maho- 
ney. Reported favorably to the 
Senate it passed in the final days 
of the recent session despite 
some last minute opposition by 
a small but active minority. 

Members of the National As- 
sociation of Credit Men have 
never more effectively and in- 
telligently given definite voice 
in support to legislation. Their 
widespread and continuing sup- 
port left no doubt in Congres- 
sional minds that the Chandler 
Bill was not only desirable but 
also necessary for those who in 
any way might be affected by 
the Bankruptcy Act. 


Whitaker is 
Cleveland Prexy 


Cleveland.—C. L. Whitaker, 
assistant treasurer of Steel & 
Tubes, Inc., was elected presi- 
dent of the Cleveland Associa- 
tion of Credit Men at the meet- 
ing of the newly elected board 
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Entertainment 
Of Delegates 
Big Success 


With the full conviction that 
all work and no play would not 
develop a fully-rounded Credit 
Congress, the officials of the an- 
nual get-together arranged a se- 
ries of entertainment features, 

On Monday evening the tra- 
ditional Credit Congress Ball 
and President’s Reception was 
held in the Palm Court of the 
Palace Hotel. Music was un- 
der the direction of Joseph Sudy 
with special entertainment and 
a program of vocal numbers by 
the San Francisco Light Opera 
Quartet. 

Tuesday morning a shopping 
tour for ladies was arranged 
which included visits to down- 
town shops and that afternoon 
was scheduled a_ sightseeing 
tour across the San Francisco- 
Oakland Bay bridge via bus to 
the University of California 
where a short stop was made 
at the Greek Theatre and other 
points of interest on the Cam- 
pus. Then they continued on a 
scenic trip along the Grizzly 
Peak Boulevard to Contra Costa 


' County returning through the 


new Low Level Tunnel to 
Claremont Hotel, where tea was 
served. On the way back to 
San Francisco the bus circled 
beautiful Lake Merritt in Oak- 
land. 

Many district and divisional 
dinners were scheduled for 
Tuesday evening but the New 
York and Chicago delegates 
“jumped the gun” and _ held 
theirs on Monday night. On 
Wednesday night the fourth an- 
nual Zebra Round-up was held 
in the Dawn Club. It was voted 
an outstanding success by every 
“zebe.” 

The ladies also were taken on 
a sightseeing tour on Thursday 
morning through Golden Gate 
Park, then to Stanford Univer- 
sity and various other points 
of interest in that area return- 
ing late in the afternoon. That 
night in the Colonial Ballroom 
of the St. Francis Hotel a spe- 
cial floor show and dance was 
held, featuring Elmer Vincents’ 
Orchestra and the Dorothy Kil- 
gore Revue. 


of trustees at the Mid-Day 
Club. 

Other officers elected are: L. 
R. McDonald, Warner & Swas- 
ey Co., first vice-president; H. 
T. Riddick, Osborn Mfg. Co. 
second vice-president; J. H. L 
Janson, treasurer; Hugh Wells, 
executive secretary. 





Te 


£1Q1 





lat 
lot 
dit 
in- 
se- 
es, 
ra- 
all 
vas 
the 
un- 
idy 
ind 

by 
era 


ing 
ged 
wn- 
oon 
ing 
sco- 
s to 
rnia 
ade 
ther 
am- 
ma 
zzly 
‘osta 
the 

to 
was 
k to 
-cled 
Oak- 


ional 
for 
New 
gates 
held 
On 

h an- 
held 
voted 
every 


en on 
rsday 
Gate 
hiver- 
Doints 
sturn- 
That 
lroom 
1 spe- 
> was 
cents’ 
y Kil- 


The business thermometer: 


Manufacturers: 


Manufacturers’ sales during May 1938 
declined 28 percent from last May 
according to reports from almost 1100 
. manufacturers cooperating in the 
monthly joint study of the National 
Association of Credit Men and the Bureau 
of Foreign and Domestic Commerce. This 
decrease is only slightly less than the April 
drop of 29 percent shown in last month’s 
report. 

Total net sales of manufacturers during 
May decreased 5 percent from April 1938 
without adjustment for seasonal variation. 
This compares with a decrease of 3 percent 
from April to May in 1937. 

Every major industry group for which 
sales data are shown registered a decrease 
in sales during May 1938 as compared with 
May of last year. The smallest decline 
was registered by the Printing, Publishing 
and Allied Industries group, whose sales 
were down 9% percent on this comparison. 
Other decreases ranged down to the drop 
of 56% percent recorded by the Iron and 
Steel Products Group. 

Collections during May amounted to 76 
percent of total accounts receivable out- 
standing on May 1, 1938. The comparable 


ratios were 79 percent for May 1937 and 
73 percent for April 1938. 


The decrease in the total collection ratio 
for May was traceable to the declines in 
the important Chemical and Allied Prod- 
ucts, Iron and Steel Products, and Ma- 
chinery industries. The Non-Ferrous Met- 
als group registered a large relative de- 
cline of from 71 percent to 55 percent. 


The Food and Kindred Products Indus- 
try, the Petroleum Products Industry, the 
Leather Products Industry and the Stone, 
Clay and Glass Products Industry were 
among the leading industrial groups record- 
ing a higher collection rate than last May. 


The total volume of accounts receivable 
outstanding on May 1, 1938, was 24 per- 
cent smaller than on the same date last 
year, and 6 percent less than on April 1, 
1938. 


Every major industry group for which 
credit data are shown recorded a smaller 
volume of accounts receivable than last 
year. The largest decline, 49 percent, was 
registered by the Iron and Steel Products 
Industry group. 


Detailed figures are presented in the fol- 
lowing table. 


Wholesalers: 


Despite a decline of 16 percent in the 
dollar volume of wholesale trade dur- 
y ing May as compared with May, 
1937, the total value of inventories 
has shown substantial declines dur- 
ing recent months. At the end of 
last year the cost value of wholesalers’ 
stocks was 6 percent above the end of 1936, 
but by the end of May of this year the 
inventory value had, by successive monthly 
drops, fallen to a point 14 percent below 
the value of stocks at the close of May 1937. 
The major part of this reduction in in- 
ventories in wholesalers’ hands has oc- 
curred since the beginning of February. 
Since that time the cost value of total 
wholesale stocks has declined approximate- 
ly 9 percent. Considering this decrease in 
conjunction with the decline in wholesale 
prices during these four months it appears 
that the physical volume of stocks has fall- 
en off about 6 percent over this period. 
These figures would seem to indicate that 
stock liquidation by wholesalers is proceed- 
ing steadily, if slowly. 
The extent of the readjustment which 
has taken place is evidenced by the change 
which has occurred in the ratio of stocks 





MANUFACTURERS’ sales and collections on accounts receivable, May 1938 


Industry 


Food and kindred products, total.............. 
Confection RS ER Ee 
Flour, cereals and other grain mill products. 
Meat Packing 


PRR eee Ree eee eee eee eee ewe eee 


eee eee eee eee eee eee ee ee eee eee) 


Clothing, men’s, except hats............... 
Clothing, women’s, except millinery... ..... 
MG cn van chis siccenessews pene 
Other textile products 
Forest products, total 
Pia cara gen svns or'esisoreneuesvewes 
Lumber, timber, and other miscellaneous 
forest ep eet tenes cen caedaenaee 
Paper and allied products, total................ 
Paper, writing, book, etc.................+- 
Paper boxes and other paper products. ..... 
Pri = 1 paper SS REE IE Se 
nting, publishi 
Chemicals and allied prod 
Paints and GN, <a diehapadaneed 
Pharmaceuticals and proprietary medicines 
Other chemical products 
Petroleum products 
Rubber products. 
Leather and its 
DOM lo crib ccncsicne bocanescus 
Stone, clay and glass products.................. 


Cee eee eee meee e wees 


SOOO Meee eee ee eee ee eee eee Eee 


eee ewer eeeeee 


Jewelry and jewelers’ supplies............... 
y ding transportation 

cauipment, total..............2..seeeeces 
Electrical machinery, apparatus andsu plies 


Oth hinery, appara’ + 
Motorvehiale patter’ ners 


iscellaneous industries. 


*Collecti 
ion 





































Collection Percentages* Total Accounts Receivable 
Percent change 

May May Apr. May 1, 1938 from ws “ 

1938 1987 1938 1938 ’ 

May 1 }j April 1, » 

1987 1938" | (00's) 

i os $34,281 lll 108 107 —17.2 — 8.3 $18,219 

i 9 13,169 9 109 117 117 — 5.8 — 0.3 946 

‘i — 0.6 4,259 11 130 146 126 —13.9 — 8.5 899 
‘i + 9.8 3,046 10 261 254 238 —13.0 + 2.3 
. + 2.3 403 14 49 49 48 — 6. — 4.1 
y — 4.1 13,404 58 103 99 101 —19.0 — 9.7 
i —10.3 9,032 65 59 59 55 —25.5 — 8.8 
; —24.5 1,562 16 4h 45 36 —21.6 —10.8 
— 8.2 —22.7 809 14 69 63 — 7.9 —11.2 
— 8.9 —13.5 1,693 8 69 70 68 — 8.0 + 2.9 
—33 .6 — 0.6 4,968 27 66 62 61 —33 .6 —10.4 
—37.4 — 4.8 1,739 32 65 66 63 —30.7 + 0.3 
—39.9 — 7.1 1,119 19 63 59 60 —33.9 — 3.4 
—32.2 — 0.2 620 13 70 83 70 —22.3 +10.0 
—20.8 — 4.8 9,544 71 73 71 —17.9 — 4.0 
—13.9 — 0.2 2,985 10 99 99 100 —18.3 — 0.9 
—19.7 — 1.2 5,688 33 97 90 102 —28.3 — 3.1 
3 —31.8 17 31 36 29 —4.4 — 6.3 
— 9.5 —15.8 7 54 50 62 — 6.6 — 6.9 
—21.1 — 3.3 44 82 89 73 —14.6 — 3.5 
— 5.9 +11.3 18 53 55 50 —16.3 + 5.5 
—10.2 — 8.6 14 61 63 60 — 7.4 — 1.0 
—24.3 — 4.5 12 99 107 84 —15.4 —7.1 
—10.0 + 0.6 13 109 108 104 — 1.9 —1.2 
—22.1 + 9.4 54 53 52 —29.1 + 3.5 
—25.9 —15.0 71 57 55 51 —21.9 —15.2 
—21.9 —20.2 22 52 43 45 —18.6 —17.2 
—27.0 + 5.8 29 82 80 80 —26.0 — 0.1 
—56.5 — 7.6 67 87 99 88. —49.2 — 4.1 
—37.3 + 7.1 12 78 81 76 —42.0 — 6.3 
—40.7 — 3.9 13 66 73 74 —89.4 + 2.2 
—59.3 — 9.7 42 | 90 103 91 —651.0 — 4.5 
6.4 + 5.7 28 53 71 53 —22.0 + 0.2 
—19.4 +11.2 20 40 45 38 —10.6 — 2.1 
—31.7 —7.4 128 61 64 59 —24.3 — 2.6 
—29.4 — 5.2 76 62 64 59 —23.4 — 1.6 
—35.2 —10.7 52 57 64 61 —26.4 — 4.7 
—45.7 — 0.3 58 76 61 —23.4 —1.4 
—31.3 —22.1 56 63 61 — 8.8 — 3.3 

—28.1 — 5.4 1$197,858 76 79 73 —23.9 — 5.5 1$220,446 


percentages represent Ga gpees of total dollar collections reported to the total of accounts receivable reported by the same firms 
ese data are taken from the monthly 


report on sales of confectionery and competitive chocolate products prepared by the Foodstuffs Division of the 
Bureau of Foreign and Domestic Commerce. 
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on hand to sales. In December this ratio 
was 221 percent as compared with 186 per- 
cent in December of the previous year. 
During May of this year the ratio was 
208 percent as compared with 200 percent 
in May 1937. It appears that the supply 
of goods on hand this year, with relation 
to sales, is approaching the ratio prevail- 
ing a year ago. 

Since wholesale inventories are the most 
important single measure of accumulated 


stocks in the hands of business, these fig- 
ures indicate that excess inventories, as 
one cause of the present depression, have 
been largely removed. Such a condition 
should result in the placing of new orders 
with manufacturers in anticipation of the 


usual seasonal increase ir retail sales this 
fall. 


Distributors’ liquidation of inventories 
has been quite general throughout all trades 





and in all geographic regions, with only 
a few exceptions. 

While May sales declined from last year 
for all except one of the trades for which 
data are shown in this report, the figures 
on inventories indicate that the process of 
distributors’ stock liquidation has been 
progressing in a satisfactory manner. 


Detailed figures are presented in the fol- 





lowing tables and charts. 


WHOLESALERS’ sales and inventories, May 1938 













End of Month Inventories (Cost) Stock-Sales Ratios# 












Percent change 


Percent change 
May 1938 from 


Kind of Business May 1938 from 





Automotive supplies..... hese peetwensteukovin 123 —11.3 —1.9 + 0.3 
Clothing and furnishings, except shoes......... 16 —20.5 —47.2 -- 
Shoes and other footwear... ...............0s0005 34 —26.4 — 9.9 — 4.5 
Drugs and drug sundries##..................... 138 — 5.4 — 2.0 — 2.7 
DA cULtinetvwubkbetsssbechsousensseeke —17.7 — 0.2 — 3.3 
OS EEE Ee res 305 —29.6 + 2.3 — 7.2 
Farm products (consumer goods)............... 21 —1.1 — 3.8 +11.2 
Furniture and house furnishings............... 34 —26.9 — 2.0 — 7.1 
Groceries and foods, except farm products. ..... 380 — 6.0 + 0.6 —1.2 
Meats and meat products... .............ee000: 15 + 5.6 —11.4 + 1.3 
ns aces psubeeessoes 430 —26.1 0.0 — 2.5 
EID ov cuinestcdveonnnedeosen 161 —21.3 —1.1 — 3.1 
Ne ne oe ke pene 26 —31.3 — 3.5 — 2.4 
Industrial supplies*......... seespnseeneontn 136 —39.2 — 0.1 — 1.3 
Plumbing and heating supplies............. 107 —24.7 + 7.7 + 0.2 
Jewelry and optical goods. .............eseeee0- 44 —33.2 + 7.1 —7.1 
Leather and shoe findings..:..................- ll — 6.2 —11.4 — 
Lumber and building materials................ 16 —27.4 + 3.3 — 2.6 
Machinery, equipment and supplies, except 
NAC bv S6hui ck bebnshenscacdennesentin 20 —21.4 + 6.6 — 0.6 
Ne ok secu e pee eee ee 6 —19.9 —7.1 _— 
I, oc. secedéesveneeseonabe 6 —19.7 + 2.0 — 
SE OU NOOR 5, 5. ccccntessccancesecse 55 —20.7 — 6.9 + 0.2 
ea kes winsebsideess once 5 — 3.1 + 3.2 —_ 
Surgical equipment and supplies............... 32 — 8.0 — 4.3 + 1.2 
Tobacco and its products............-..eeeeeees 100 — 1.6 + 4.8 — 0.4 
ee rand cc cokcncapbaeeeessite 26 —22.9 —15.0 + 3.9 
MME 2c ckhccuabbasbaucecbeenes 1907 —16.2 —1.4 2.6 |$207,117 


*This heading also includes distributors of mill, mine and steam supplies. 
—Insufficient data to show separately. é sas Bs ’ . 

#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
#¢Total Sales, including liquors, wines, etc. 


WHOLESALERS’ accounts receivable and collections, May 1938 





Collection Percentages* Total Accounts Receivable 
Number of Percent change 
Kind of Business firms “ “ ps May 1, 1938 from mae 
reporting ay ay pr. of May 
1988 1937 193: May 1, Ase. 1, 1938 
1938 

Automotive supplies. .........ssseeseeeeeeees apcccveccccsccqooes + 1.8 $2,481 
Clothing and furnishings, except shoes. ............2.eeeeeceeeees — 5.1 2,573 
RINE. on vnsesinepescesccscscesevececseesenesés —1.1 11,472 
I 4 song aunneaeseensesenneesnee seeceneesen — 2.2 23,199 
i 1666 SoSknyhhebes ones beenobenssoenes 0esensseevessseus — 5.4 18,861 
i  ccvnnkbnehdneds6s¥ebesesebesdn os00esseseosseeeses + 3.9 21,136 
Farm products (consumer mote copy 800 cess o00ysesscedevensscves + 1.4 1,034 
WepRiGare OR RORTOCUTMINMIMED, ..... ccc ccccseccccccvccccccccesee + 4.9 3,892 
Groceries and foods, except farm products. ...............eeeeeees —1.1 29,770 
nd ad scab aenese es bcesersoeen sees + 5.7 2,968 
non cvs cen erensensenseved becencescneceseoes + 0.5 44,759 
Te ee cL ieee ct Lhe eek hebeseeuseeseeseeeee + 0.8 30,912 
NN i beaks ceo aebuses ehpeneenseceeneee — 4.1 1,770 
Industrial supplies**........ Sbsebentedusvaesensesencsencesees — 3.2 6,444 
Plumbing and heating supplies... ..........scsceceeccececeees + 4.8 5,633 
ET REG, ccvecnnesscnsccosesnneescabennnenss ose + 2.1 2,672 
Leather and shoe findings........ssssscsseseeeessseeeeeneeeesens — 2.8 482 
Lumber and building materials.................. pegsbecnossveses —1.9 1,397 
Machinery, equipment and supplies, except electrical............. ; — 1.0 2,707 
hcl ienuhens debsbuindt6esseseousesbennssbonsespsccesesouye — 3.8 300 
PRD DERMIINED.. oc ccccccccsccvccccosceseoctensescsecccccess +10.7 2,384 
Paper and its products..............sseccsccccccccsccscssecccecves —1.1 4,932 
Petroloum.........cccccsrccccesccvccccccsccsscseccscsccccvscscvecs + 3.7 3,206 
Surgical equipment and supplies...............+seeeeeeeeeeeeeees — 0.8 1,224 
RE MORENO, 6 cacprecvcnsuvecsssevescesessopessccees + 5.0 5,172 
IE on crane ansneehssnneeSencnasshubeesesseseseeseeay — 9.2 3,970 
TN) io oie eeanenuboonsouneennepewuben obese 0.4 190,591 





*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
**This heading also includes distributors of mill, mine and steam supplies. 
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ay TOME, ccc cicnsscscesasencsesconssces 109 —24.3 
on it cis kvexavedaga 30 —21.2 
Groceries and foods, except farm products . 13 — 4.6 
SOO 7 —15.6 
DIN ooo noses cianenes~ 4008 eess 4 —34.1 
Industrial supplies* ........ AiGc anes serena 14 2 
Plumbing and heating supplies............. 10 — 2.6 
Tobacco and its products, .................. 6 0.0 

EOE =e 417 —15.6 
Automotive supplies. ..................0005 12 —19.4 
Clothing and furnishings, except shoes. .... 5 —21.8 
Shoes and other footwear.................+- 10 —19.0 
Drugs and drug sundries................... 23 — 6.9 
Rees. ih s< acchcl se0cepe seseees 18 —33.9 
ES CEI EIEN LEAP EPP 64 —38.9 
Farm products (consumer goods)........... 6 +10.7 
Groceries and foods, except farm products . 66 — 2.0 
Meats and meat products.................+- 4 — 2.6 
INS occ dnccuicctsotecsepeed 31 —17.1 
ER er 11 —25.0 
Industrial supplies* ........ sabes enesvees 39 —39.4 
Plumbing and heating supplies .......... 41 —24.5 
Jewelry and optical g Fenabe ed sve bied.oineie 18 —43.0 
Lumber and building materials. ........... 6 —32.6 
Surgical equipment and supplies........... 5 —15.4 
pee and its products............sseeeeee- 19 —22.1 
Tobacco and its products. ................ 23 — 1.0 

Best North Contrall, .......0cesccccccssscsscsess 357 —19.9 
Automotive supplies. ..............eseeees 33 —18.1 
Clothing and furnishings, except shoes. .... 4 —27.0 
Drugs and drug sundries.................+. 24 — 9.8 
Gch. id ccc suaatwew eas <ons<eceuees 9 —19.3 
CL. ice isehanacekeneeias 57 —29.7 
Groceries and foods, except farm products. . 74 —10.5 
General hardware. ..........sccsccscesseeees 24 —21.4 
Industrial supplies* ........ seeveccerccesee 29 —46.9 
Plumbing and heating supplies............. il —29.1 
Jewelry and optical g Sree gucen 16 —32.6 
Surgical equipment and supplies........... 5 + 4.4 
Paper and its products.............s.eee0e: 14 —27.3 
Tobacco and its products................06- 30 —1.7 
Leather and shoe findings.................- 4 —18.7 

a 226 —10.7 
Automotive supplies. ................++005. 15 — 4.2 
Clothing and furnishings, except shoes. .... 5 — 3.8 
Shoes and other footwear 5 —25.3 
Drugs and drug sundries 14 — 2.6 
DCS ..cncsseesesveseeens 9 — 9.5 
Electrical goods.......... eke iaceseesaes 32 —10.7 
Furniture and house furnishings........... 9 —24.2 
Groceries and foods, except farm products. . 51 — 4.6 
General hardware. ... 13 —15.1 
Heavy hardware..... 6 — 8.4 
Industrial supplies* ........ senna 14 —28.1 
Plumbing and heating supplies...... 13 —18.4 
Jewelry and optical goods. .... caweeses 4 —14.0 
Surgical equipment and supplies........... 5 —21.4 
Tobacco and its products................685 10 — 7.0 

RG 5.0005 cliasenbeetnevasaseaseen 256 —16.6 
Shoes and other footwear .................- 5 — 8.1 
Drugs and drug sundries................... 24 — 3.1 
sical capa iashvinsee ees canenes 12 —24.1 
Electrical goods.......... Pivninewwe sas Sucve 47 —32.6 
Furniture and house furnishings........... 4 —20.7 
Groceries and foods, except farm products. . 63 —11.3 
General hardware. .......c.ccccsscerscceees 31 —24.8 
Industrial supplies*......... haan Cawnwees 15 —29.2 
Plumbing and heating supplies............. 19 —10.2 
Paper and its products...............e0e00+ 6 —12.5 
Tobacco and its products................-6- 13 — 4.0 

Ne ON NS anno cect asaveveuvewes esc 109 —17.2 
Drugs and drug sundries................... 14 — 8.7 
ER cso lca deh asta aang reescnee’ 12 —15.6 
No ig ss a pws 2c enikw oaieine Sain 9 —31.7 
Groceries and foods, except farm products. . 38 —13.1 
GOMAPAl BABEWETG, 6 .0...05 5s ccccesvcsssccess 13 —24.2 
NS oo, cs cnncdevcacccaecee 5 —33.0 

West South Central....... epee e Senuaeb en ssh ee 152 —14.9 
Drugs and drug sundries.................+: 17 —2.1 
ee ead aaa bueaseabiae 14 —13.6 
SR oan dc wcicasbacoecaneceea 20 —21.8 
Furniture and house furnishings........... 4 — 6.1 
Groceries and foods, except farm products. . 44 — 9.8 
AODAUEE MRPIIOS 5 6 ooi5s ss cscvccesceceseees 16 —21.0 
DORAN OIIION ooo cn cccccacccaseccees . —40.0 
Machinery, equipment and supplies, 

CRONE GUIOIONE. 5. noes scccnsscccccvoeses 4 —13.0 
Surgical equipment and supplies........... 4 + 2.8 
Paper and its products...............eeeee: 4 —4.7 
Tobacco and its products... ........eseeee0- 8 + 2.3 

NMA ak asc g cask ag esaanben 64 —13.1 
Automotive supplies.............eceeeeeees 8 — 9.3 
Ns ono chagasauaceavesevered 12 —32.7 
Groceries and foods, except farm products. . 10 + 8.4 
SIOMNEET DNOIIIE 5 oc. cssccaesenccacseseses 8 —25.0 

NS i ale arcs SN oe ee Sd 217 —15.7 
Automotive supplies. ..............0.ese0e: 45 — 3.4 
Shoes and other footwear.................-- 5 —10.8 
Drugs and drug sundries.................+- 10 — 4.9 

ry ee ae ca xan cance resem neee 12 —18.2 
ee eee ee 34 —29.8 
Farm products (consumer goods)........... 5 — 2.8 
Furniture and house furnishings. .:........ 9 —47.0 
Groceries and foods, except farm products. . 21 + 0.3 
Meats and meat products.............00+0+- 4 — 5.7 
General hardware. .......2...0ssccocscecess 18 —25.6 
Industrial supplies*................20ecee0: 10 —20.4 
-lumbing and heating supplies ............ 9 —39.4 
Surgical equipment and supplies........... 4 —18.1 

aper and its products................eeee- 7 —1.3 

obacco and its products................+-- 10 —1.7 






* This heading also includes distributors of mill, mine and steam sup 
fThe:e Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of 
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+ 2.2 —4.1 
+22.3 —7.8 
+ 3.6 — 
+1.9 _ 
— 8.5 —4.5 
— 0.8 —0.5 
+27.9 +1.9 
+16.9 — 
— 18 — 3.7 
— $9 —18 
—50.9 — 
—22.6 — 6.9 
— 2.6 —2.2 
+ 2.5 —5.4 
—3.4 —4.7 
+ 5.4 — 0.8 
— 18 ~ 
— 1.8 —§.1 
— 0.5 — §.7 
— 1.4 — 1.6 
+ 2.9 + 3.3 
— 6.3 —7.8 
+ 6.2 — 
— 5.7 — 0.6 
+ 6.3 —1.7 
— 038 — 3.6 
— 6.7 0.0 
—34.2 one 
— {3 — 2.5 
— 3.7 —4.9 
~~ $8 — 9.5 
—0.8 —1.9 
+ 2.9 — 5.0 
+ 2.9 —3.1 
+ 6.2 —33 
+19.8 — 6.3 
—33 +1.8 
—11.2 —1.4 
+45 +11.1 
= 7.3 = 
— 4.8 145 ion $8 
— $3 4 — 2.6 
—30.1 oe < 
ys | 4 «mn OS 
+01 13 —63 
+ 8.2 8 on $5 
+03 28 — 6.7 
— $7 5 — 6.2 
1 31 + 6.5 
— 43 12 — 0.8 
0.0 —_ _ 
—0.9 7 —0.9 
+ 6.1 7 +25 
+11.4 4 =~ 3.9 
—15.4 on = 
—0.5 5 + 2.1 
— 3.0 145 ~— 45 
—30.5 4 —15.2 
— 6.5 16 — 2.2 
— 7.9 6 ~~ $.6 
+ 6.9 38 —0.0 | —7.3 
+14.1 weet ons — 
+ 0.6 20 —19.4 | —5.0 
— §.4 17 —43°'| —3.4 
+13 9 —65 | —18 
+10.9 17 —16.6 | —4.3 
+0.1 +18 | —0.9 
— 25 —16.9 | —32.3 
+ 2.0 —13.5 | — 2.6 
ly —34.5 | +0.9 
0.0 +52 | —3.7 
+0.3 —¢.7 | —3.4 
= 4.3 —.6 | —85 
+ 1.4 =~ — 

































































— 0.6 — 6.9 — 3.6 
— 0.6 + 3.5 — 6.3 
— 4.2 —28.0 — 3.7 
+ 7.3 —16.2 —11.0 
— 9.6 _ _ 
— 3.3 — 8.8 — 3.6 
+ 0.8 — 8.3 — 2.5 
— 2.8 + 7.8 + 0.7 
+52.4 _ a 
— 9.8 — — 
— 9.3 — os 
0.0 — — 
+ 0.7 — 8.1 — 5.6 
+ 2.6 — 8.3 + 1.5 
+14.4 —10.2 —11.3 
—1.1 — 5.6 — 9.4 
— 4.0 —11.8 — 3.5 
— 0.2 — 8.4 — 1.2 
+ 5.4 — 45 + 1.4 
—28.0 — 8.0 — 3.0 
— 3.3 —19.9 — 2.4 
— 4.4 —22.8 — 3.5 
+ oa ; —14.4 * v¢ 
— 4. 14.5 - 
—10.7 —_ 7 sito 
+ 0.5 10 + 7.8 — 2.0 
+ 3.3 2s aa i 
— 1.8 9 —12.2 — 0.6 
+ 1.7 6 + 1.9 — 2.7 
+12.9 5 —25.7 —1.8 
+13 on je a 
+ 9.9 4 + 5.0 + 3.2 
+ 1.2 4 + 4.5 + 3.0 
firms. 









WHOLESALERS’ accounts receivable and collections, by geographic regions, May 1938 









tn at Collection Percentages* Total Accounts Receivable 
Kind of Business and Region firms ercent change As of 
J reporting May, 1937 | April, 1938 May 1, 1938 from 1, 1938 
ay, 1937 pril 1, 1938 000’s) 
I 8a. dah vb Gee bgdadv ante bs bonne cb aneocney 93 64 69 65 —15.8 + 5.4 $6,018 
hE ae ee ee 28 83 78 76 —32.2 + 4.5 1,392 
Groceries and foods, except farm products. ................... 9 83 88 83 — 3.7 — 0.6 467 
RU, i, i 6 ian bans So wn kas Swhenwe sees ebasedon 5 54 65 54 —10.8 + 5.8 420 
ST OL oS Egicy op anh Sods ashe oh cen emy stan sisson 4 68 59 47 —37.3 —11.3 94 
Industrial supplies**........ Se hEGh eae Seas ee eines oh svneenn$ 5 oe ll 67 86 68 —26.8 — 2.1 139 
Plumbing and heating supplies.........................20005. 9 42 57 45 — 3.9 +15.7 399 
Ns Cokoc scans sce rsvs sense pedensncéaut 5 106 119 100 +12.7 0.0 248 
PN UNINC Ceci be ciubhaeecercibwsnineny ies snpanesas vv ciesee 365 71 73 72 —13.7 + 0.8 38,926 
DMSO DEIOB «0.0 65 soos sv cercceescesacsccvesccccseves il 43 48 42 — 0.4 + 0.7 281 
Clothing and furnishings, except shoes....................... 5 44 44 53 — 4.4 — 3.6 1,978 
Shoes and other footwear.............---..++++ 8 40 42 41 —15.5 + 1.6 1,434 
Drugs and drug sundries...................... nen 21 62 65 63 — 4.0 + 0.4 5,589 
ee eet Son noeiobwe is 15 49 48 48 —28.5 — 5.6 1,998 
Electrical goods...............+++. 64 75 85 75 —25.7 + 5.0 4,452 
Farm products (consumer goods) 6 128 125 123 —1.9 — 4.7 462 
Groceries and foods, except farm products de 49 95 90 99 —10.7 — 1.8 6,990 
a ak nodes ssdeesentes bntoen> aie 26 46 51 43 — 6.4 + 3.3 3,601 
Ne cE in als schibew sa é dns bwbien na b> te 10 69 74 68 —18.6 — 2.9 566 
Industrial supplies**........ SP iEn sede Sesshaws sp ie 37 58 67 57 —26.3 — 2.8 1,812 
Plumbing and heating supplies......................... ea 41 48 56 48 —21.4 + 4:3 ,035 
Jewelry and optical g00ds...............-.-sseccsvsesescesees 14 19 30 20 —18.9 + 4.5 878 
Lumber and building materials..........................000. 6 54 64 56 —28.9 — 3.6 349 
PaO OUR ROR ID on 50 nnn sss sisessencinesievese ees 13 64 60 62 —23.1 — 3.0 1,423 
Surgical equipment and supplies.........................008. 5 3 32 29 — 2.1 —1.1 184 
oie bd bi hss k 5s aN 0 sbens Sassen e0see 16 137 147 138 + 8.2 + 6.8 3,069 
BE IE eh os iinb once e nov od Sn ecnnSeTeeeerssascesseene 305 67 73 66 —13.5 —0.1 34,150 
en rt re ee a eee 28 61 69 57 — 8.2 — 6.5 448 
Clothing and furnishings, except shoes....................... 4 56 56 52 — 9.7 —18.4 262 
I, os. cba dws 04-0 8Seb0nbasboeh vheaneok 20 81 89 82 — 6.2 — 3.0 2,937 
EE gDE AS CLL Sc indented sa baeedetnbobubibix dion eae 9 44 47 45 —14.0 — 0.7 1,669 
NB eo etek e coe Ue Sps baveasbaeh cosets 50 62 75 63 —14.3 — 1.0 5,678 
Groceries aud foods, except farm products.................... 59 85 92 86 — 4.6 — 0.5 6,385 
ee cas cca deu tence ybensehenbonSeveck 23 57 61 52 —17.2 + 1.3 7,584 
Industrial supplies**........ R<SLES Poesia whee issctepens peor de 28 66 74 64 —38.2 + 1.1 1,474 
Plumbing and heatingsupplies.......................2..eeeee 9 63 64 62 —27.9 + 1.0 611 
EB ns acne noes es oinesessssnnnssceene’s 13 18 24 18 — 3.7 + 0.7 1,162 
io 6s voce deebetbieseasanees ies ed 4 4a 51 55 —12.4 — 5.0 113 
Paper and its products........ huh shes eenebubnan<ounseabce est 12 58 60 62 —21.1 —0.9 1,944 
Suagical equipment and supplies ............................ 4 51 61 56 +19.4 + 1.8 462 
wish nconeesucespienchstvchsse aut 21 135 139 120 + 1.4 + 4.1 938 
ae I oon nosh ces oscnesiorcensninscncaverssswedes 197 68 67 71 — 9.1 — 2.5 39,408 
RROMEODRERGIIOD. «2.22. 50 0000s 0s cen secscavenscseccsssce 11 52 62 51 + 2.5 + 6.9 524 
’ Clothing and furnishings, except shoes....................... 5 27 30 27 +13.7 —1.7 2¢1 
Shoes and other footwear... .........sssecscsecsscceccccsccees 5 47 43 50 — 7.3 — §.1 7,230 
Li baked san easesresvareepesensesned 14 79 88 79 — 0.2 — 2.7 2,900 
EEE aby CLES a caneeesbih<sbavtnesenedessboseneech 9 50 46 49 —22.7 —10.1 6,250 
Electrical goods.......... Laer Ubebarvensasdtnsxewevenssbisieg 30 64 83 62 +14.2 + 2.7 2,688 
Furniture and house furnishings.........................0005 9 55 50 51 —22.8 + 9.9 2,418 
Groceries and foods, except farm products.................... 39 113 114 115 — 6.2 + 0.6 4,021 
Les ea Mh aOR betes ese sun deeneaskice ek 13 51 51 50 — 7.3 — 1.8 5,208 
HEGRVY ROTEWATO. ...00.20ssecerseccecccccceccssssessesevecccee 6 58 61 57 — 6.5 + 9.8 157 
Industrial supplies**........ RSdinaksSoetbe ane cesses ceinee 11 53 70 59 —20.3 + 5.4 506 
Plumbing and heating supplies....................cceeeeeeees 12 49 59 49 — 5.4 + 3.1 635 
Ey IIE DID. i ono 5050 00 vc csc cvcesncesovsvcccsees 4 42 42 34 — 0.8 + 2.6 117 
Surgical equipment and supplies...................--....000. 5 45 48 45 — 7.3 — 4.7 101 
Ns sin ccbionweseenbse pbs stud veevcnsee 5 115 162 133 + 7.8 +14.1 97 
South Atlantic............ Libionponthboshshbaceaswbontessensoenbh 189 67 72 68 —12.4 — 0.8 14,786 
REED, <4 50 scunb so sseneswedensswiedsonss avn 21 80 85 86 — 2.1 —7.1 2,031 
es i RL TR IRE TRI Gi cae 9 40 41 41 —16.5 —3.3 1,434 
Ra LLCO. dc cndn ekbespesibepuenssteteiedeval 39 81 92 86 —24.2 + 9.6 2,099 
Groceries and foods, except farm products, ................... 37 107 114 109 — 9.5 + 1.3 1,588 
Gomaral hardware. ..........scccccscccsecececccccccccescvcees 29 45 51 46 —12.2 — 2.7 3,335 
Industrial supplies**........ pcsewbseceth wee ebsaseenesueseseck 11 56 65 64 —13.6 + 5.0 445 
Plumbing and heating supplies... .................cecceeeeees 19 59 60 59 —15.4 + 6.3 1,052 
POMGr ORE 1s MTODGO. ........ 60000 srccerccrvecsccccccsesvacs 4 63 70 65 + 5.1 + 5.5 348 
To ES eee 5 81 77 77 — 3.0 —1.9 353 
East South Central........ PRES WSS NSN boenscbeeswieionwasscecowke ee 92 58 61 59 —15.5 + 0.1 10,225 
Rb cn5ssenvhbus sv bossebevnweenccenet il 64 62 63 —14.6 — 3.0 1,475 
resi. k rks ons, tanhonestcateceausiet ll 40 39 40 —19.0 —4.4 2,212 
en Re ee | 8 84 75 85 —40.4 + 4.8 374 
Groceries and foods, except farm products.................... 28 90 94 90 —12.2 + 1.1 1,719 
NRE 5. 000s 500s s0scnyorcesecsencasesssssatscsesh 12 50 59 53 — 9.7 + 3.0 2,582 
Ee, ood -ckbsbeyensscwscectebsecbobeesecdse 4 52 55 59 —24.1 — 1.9 
West South Central....... ekpeeahcbbanmns > oeveen gn teubeaeeeenseeee 130 64 67 62 — 7.7 — 3.0 17,188 
Drugs and drug sundries................ oats 16 73 75 72 + 3.4 — 2.8 2,710 
i tic viccakkvanvebostedions cen 14 37 38 36 —10.2 — 43 3,686 
Electrical goods.......... i bebn Dhar theseneshobanknetsSebeaener 16 85 102 85 —10.7 + 5.1 862 
Furniture and house furnishings. .....................eeeee0: 4 68 51 60 —11.9 — 3.4 479 
Groceries and foods, except farm products. ................... 37 91 95 91 — 8.4 — 0.6 4,378 
SPOROUEE DONO, 2200 scsnecsevecdcccesesesevesccccsoossccses 15 56 66 55 — 3.9 —1.4 1,862 
Industrial gupplies**. .........0ccscesesssevecccccvcccccccccce 6 55 55 51 —30.8 —15.3 1,372 
PE RMD. 5500s 0000000500 .vcvcesevcossascceesess 4 58 65 58 + 7.8 + 2.4 387 
Tobacco nes Sa9nss5 scaweeSesnbeseusssonseced 4 104 89 100 +14.3 + 6.1 104 
Mountain............ saneuabhohossFeonenovebes raneusbdepaneenened 56 70 74 70 — 5.8 + 0.6 5,438 
Automotive supplies............ jobs Saws Ouckskeseeskshaneon ee 6 68 67 65 — 7.2 + 2.7 77 
rs 5 bens sashh bbkbe we heoseeeebsawus con 12 76 87 75 —21.4 + 9.0 634 
Groceries and foods, except farm products. ................... & 80 82 84 +13.8 + 1.5 1,715 
ES ERR 6 49 49 44 —13.7 + 6.0 842 
Pacific...... SeEROSe pagans Hbbencecodsoesegs iimesbdaded vebwecened 181 69 72 68 —13.8 + 1.4 24,452 
NE) 5 a. ca unkhese subs se cnspatanesiunsenet 28 59 59 56 — 9.0 + 4.0 978 
SGOD GING GENET EOPUIERE,. 0.0 cncccrcccecccccccccnscescoocced 5 39 41 39 + 0.8 — 3.2 389 
nn yh cosskennd acer sibeechsscpsesssreset 7 83 83 82 — 3.1 —1.7 3,614 
c i” eb ee baeehCMbSbabonesescnhainensetwececedeaeesde 11 54 54 53 —22.3 + 4.1 1,397 
he ons anna odnobanvicnedageaanel 30 71 80 74 —25.0 + 7.5 2,957 
Farm products (consumer goods) RSbbessbathebphesereekdtoanat 5 127 138 141 +14.0 +11.9 431 
Furniture and house furnishings........................2.005 9 62 Au —22.1 + 1.4 355 
Groceries and foods, except farm products. ................... 18 107 112 99 — 0.5 — 8.9 2,507 
EE noon. la cndcchvenpsveencnssdussscnycee’ 16 49 54 47 —15.8 + 2.0 5,478 
Industrial supplies**........ DeAEESERAS ESS SpRbepessecueasacent 10 59 67 55 —12.8 +10.4 360 
Plumbing and heating supplies... ................eeeseeeeeees 9 65 77 63 —26.8 + 7.0 672 
Paper and its products........ ebeeyS seb SNGkendneeubeochae ened 7 49 48 46 — 7.0 — 3.6 608 
Surgical equipment and supplies.......................eeeees 4 82 37 39 —20.3 — 4.4 216 
ED INE 6s coeniiescccnascncntesenscvonceces 6 98 101 101 + 5.8 + 1.4 363 











'*Collection percentages represent the percent of total dollar collections reported to the total of ts ivabl rted same i 
Senter GoM PSIG MecToNe: ey Euane™ ae. 1, Vey: ade Adan“, 3. NY, Pad Dae Nerd Cone Id, Mid 
E ( : New —(Conn., Me., Mass., N. H., -, Vt.); Middle Atlantic—(N. J., N. Y., Pa.); East North Central ., Ind., Mich. 
Ohio, Wise.); West North Cantral—(lows, Kana, Minn, Mos Nobro N. Dak, 6. Dake) Goce ate DN Pie eae North Contra Car.,'Va., W. Va.)i 
East South Central—(Ala., Ky., Miss., Tenn.); West South Central—(Ark., La., Okla.,'Texas); Mountain—(Ariz., Colo., Idaho, Mont., Nev., N. Mex.. Utah, Wy0.): 
Pacific—(Cal., Ore., Wash.). 
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